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ABSTRACT  
 
The Full IFRS caters to the needs of shareholding corporations and their investors, 
which also led to incurring high cost especially for SMEs due to the requirements of 
financial reporting constructed for public companies as it is very complex and 
requires a high amount of disclosure (Fearnley and Hines, 2007, Haller and Eirle, 
2008, Eierle and Haller, 2009). Hence, for the purpose of reducing essentially the 
reporting burdens facing SMEs, IASB in 2009 issued IFRS for SMEs.  
This study aims to investigate the relevance and suitability of IFRS for SMEs in 
Jordan. It will also analyse the current problems faced by Jordanian SMEs in the 
light of applying the current IFRSs, furthermore, the expected benefits from applying 
IFRS for SMEs, will be addressed.  
A total of 10 interviews with external auditors were conducted to test the ground and 
determine the relevant topics within IFRS for SMEs in Jordanian SMEs context. In 
addition to that, a total of 605 questionnaires were distributed to external auditors 
and financial managers of SMEs who prepare financial statements based on full 
IFRS.  
The overall outcomes reveal that managers; banks and creditors; public authorities; 
and analysts were the most frequent and important SMEs’ financial information 
users while both employees and shareholders were found as rare users of financial 
statements presented by SMEs. Furthermore, the current applied standards are 
substantially characterised to embrace many problems such as; the complexity of 
measurements and recognitions; high disclosures requirements; making 
inappropriate decisions and other issues pertaining to preparing financial reports. 
On the other hand, although the respondents especially the auditors group were 
evidently worried about several potential obstacles that may impede the effective 
application of IFRS for SMEs, both groups of users were obviously optimistic about 
the capability of IFRS for SMEs to mitigate the aforementioned problems and to 
enhance the accounting practice in terms of preparing and using the financial 
information. With respect to topics from full IFRS that have been omitted in IFRS for 
SMEs, all respondents agreed to exclude these topics from the IFRS for SMEs’ 
content due to the irrelevance of these topics to SMEs’ context.  Likewise, the overall 
participants approved on the most proposals under IFRS for SMEs compared to 
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those based on full IFRS except the suggestion associated with measuring some 
kind of assets, for instance; investment property; intangible; property; plant and 
equipment, which were rejected only by the group of managers while several 
proposals regarding expensing some kind of costs instead of capitalise them as well 
as lease matters were neither agreed nor disagreed by respondents. Finally the 
majority of responses show that both groups were willing to adopt IFRS for SMEs.  
The key contribution provided evidences as to whether the adoption of IFRS for 
SMEs would be a necessary undertaking. Thus, a recommendation were mainly 
made to the standard-setters on the basis of preparers’ perceptions of the 
importance of applying such financial standards. 
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1.1 Introduction 
The International Accounting Standards Board (IASB) began its work in providing 
an internationally relevant set of financial reporting standards in 1973 and has since 
continued to gain more prominence (Fearnley and Hines, 2007). The International 
Accounting Standards Committee, (IASC) issued International Accounting 
Standards (IASs). And since 2002, after IASC was renamed IASB, it has been 
issuing International Financial Reporting Standards (IFRSs). According to the IASB, 
the main goal of these standards is to harmonize financial accounting rules 
worldwide to allow international investors to compare financial results of companies 
from different countries. It has been suggested that international comparability of 
financial statements leads to increased firms’ ability to attract capital from investors 
(IASB, 2014a). 
Perhaps, some of these benefits of IFRS have encouraged many developing 
countries around the world to adopt IFRS in their bid to create a more attractive 
investment environment. For instance, out of the 122 member countries that have 
adopted IFRS as at the end of 2013, the majority of them can be classified as 
emerging or transitional economies (IASB, 2014c).  
In terms of Jordan, the adoption of IFRS and IAS took place in 1997 when the 
government passed the Company Law Act No.22 which required all public and 
registered companies that are subject to company law to prepare audited financial 
statements that follow IFRSs and IASs. Moreover, Jordanian Securities Law in 2002 
No.76, as amended in 2004 requires all companies that are monitored by the 
Jordanian securities commission (JSC) to fully implement IFRS. The IFRS adoption 
process in Jordan was supervised by the Jordanian Association of Certified Public 
Accountants and Companies Control Department.  
Therefore, since 1997, most firms in Jordan have been following new accounting 
systems and practices which are in line with common law countries (Al-Akra et al., 
2009). However, IASs/IFRS primarily caters to the needs of shareholding 
corporations and their investors. This raised the question about the suitability of 
these standards to Jordanian context, especially most emerging and developing 
economies (including Jordan) primarily consist of small and medium entities (SMEs 
hereafter)  which do not heavily rely on capital markets (Matlay and Westhead, 
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2005). According to the Jordan National Competitiveness Team (2007), 98% of 
Jordanian companies are SMEs and like in all other countries are important towards 
economic development at local, regional and international levels (Porter, 2006). 
IASB (2009c), defined SMEs as enterprises that do not have public accountability, 
and publish general purpose financial statements for external users therefore its 
debt or equity instruments are not traded in a public market or it does not hold assets 
in a fiduciary capacity for a broad group of outsiders as one of its primary businesses 
except some companies that required nominal membership deposit or payment in 
advance for delivering of the goods or providing services. 
The full adoption of IFRS was not considered cost effective in various emerging and 
developing economies (Kapaya, 2000). In addition to that it lead to incurred high 
cost especially for SMEs due to the requirements of financial reporting constructed 
for public companies as it is very complex (Haller and Eirle, 2008), where users do 
not need a massive amount of information for decision making, for instance the bank 
request less information than stockholders as they can obtain the information from 
the managers directly (Soderstrom and Sun, 2007). Furthermore the financial 
statements of SMEs must be comparable with the same sized enterprises 
domestically and abroad (Albu et al., 2010).  Thus they relaxed the requirements on 
these organizations. Furthermore the full set of IFRS was claimed to be 
inappropriate for SMEs due to disclosure requirements and the emphasis on the fair 
value model by the full IFRS (Fearnley and Hines, 2007).  
In response to such claims, the IASB issued an exposure draft in 2007 proposing 
an amended set of IFRS, entitled IFRS for SMEs (IASB, 2009c). These are 
considered to be tailored to the specific needs of various users. Users do not 
necessarily vary from the ‘usual’ user groups, as they include creditors, single 
investors, debtors, suppliers, employees, the public, etc, but no special priority is 
given to one of these, as usually is given to shareholders (IASB, 2009c). 
Furthermore, the needs of these users are considered to be different, as for instance 
an individual would invest in an SME with the view to get a return on their investment 
out of that enterprise, or managers might use their personal assets as collateral for 
debt financing (Hussain et al., 2006). They could not easily trade such investment 
in a secondary market, neither might they easily get their invested cash back any 
time they need to. Thus, a paramount interest might be in past, present and short-
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term future net cash flows of the business, rather than an accumulation of retained 
earnings for distribution to investors. Since then the IASB finalised the IFRS for 
SMEs and has introduced these amended standards in 2009.  
Therefore, an investigation for the suitability of IFRS for SMEs in Jordan must be 
undertaken. After this first introductory section, the aim of study and a brief literature 
review of financial reporting regarding SMEs, the main aspects of the IFRS for SMEs 
and general issues regarding the adoption of IFRSs will be undertaken. In addition 
this chapter will cover the problem statement and rationale for study followed by 
research methods used, research questions, main objectives, and finally the 
research structure. 
1.2 Aim of study  
 
This study aims to investigate the suitability of IFRS for SMEs in Jordan. It will also 
analyse the current problems facing SMEs in Jordan in the light of applying the 
IFRS, furthermore, the expected benefits from applying IFRS for SMEs will be 
addressed.  
This investigation is deemed a worthwhile undertaking, given that the full IFRS is 
already in place and thus forms a real alternative. Hence, the proposal is to conduct 
an empirical examination of the perceptions of existing preparers of SMEs’ 
accounting information regarding: the current application of the full IFRS and their 
perspectives toward IFRS for SMEs, and whether similar or different views emerge 
on the level of importance of the IFRS for SMEs. 
1.3 Background of the study 
 
1.3.1 Brief overview of country choices  
In order to discuss the use of IFRS for SMEs in Jordan, it is important to discuss 
briefly their various characteristics.  
In Jordan, SMEs play a major role, as they make up 98% of the economy. Arguably, 
the case of Jordan is complicated for the Middle-Eastern region, where many 
countries have considerable natural resources they can draw upon, which is not 
possible for the Hashemite Kingdom of Jordan (Jordan National Competitiveness 
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Team, 2009). Thus, this economy has focussed on service provision, education and 
some production (for instance pharmaceuticals). In addition, the country has a high 
number of university-graduates, given its emerging economy status, but also has 
relatively high unemployment, about 14%, equal to some of the new federal states 
in Germany (DOS, 2010). However, no unemployment support structures provided 
by the government are in place, thus either the family helps out or people find other 
means to support themselves. One such mean is the founding of an SME, which 
essentially should provide enough income to sustain the business and its owners. 
Often investment is needed to start up and to develop the business further (Hussain 
et al., 2006) and one important factor that the Jordanian economy is relying on is 
foreign direct investment. In order to increase such investment, by interested 
businesses for example, SMEs need to provide reliable financial information that 
allows foreign investors to trust in the business. As Paul Pactor, Director of 
Standards for SMEs of the IASB, said:  
“The IFRS for SMEs will provide businesses with a passport to raise capital on a 
national or an international basis”(IASB, 2009c).  
SMEs account for 98 per cent of total registered establishments in Jordan according 
to department of statistic, employing around 60 per cent of the workforce, producing 
more than one third of production and contributing to less than 50 per cent of GDP 
(DOS, 2007). 
1.3.2 Brief literature  
The full IFRS has been criticised for its non-applicability to non-listed businesses 
and in 2004, the IASB responded with the issue of a discussion paper addressing 
the specific issue of IFRS for SMEs. In an analysis of responses to the IASB, 
Anacoreta and Silva (2005) established that little was known about who uses SMEs’ 
financial accounts, or the views of owner-managers on their application of financial 
standards, and consequently, they stressed the need for more investigation of these 
matters in any formulation of standards. While this investigation took place several 
years ago, this statement is still contemporary as little research on the usefulness 
of IFRS for SMEs has been conducted since that time. 
Criticisms have centred on the inability of the full IFRS to address issues related to 
non-listed businesses (Fearnley and Hines, 2007), and on the lack of cost 
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effectiveness in some emerging economies, as their implementation is expensive, 
especially for SMEs due to the requirements of financial reporting having been 
formulated with public companies in mind, and the resultant complexity of the 
process (Haller and Eirle, 2008). In SMEs, users do not need a massive amount of 
information for decision-making (Soderstrom and Sun, 2007). Additionally, the full 
set of IFRS was claimed to be inappropriate for SMEs due to disclosure 
requirements and the emphasis on the fair value model by the full IFRS (Fearnley 
and Hines, 2007). In response to such claims, the IASB issued an exposure draft in 
2007 proposing an amended set of IFRS, entitled ‘IFRS for SMEs’ (IASB, 2009b).  
Up to the present time, the IASB has not determined a specific size for enterprises 
that must adhere to the IFRS, but has instead specified in its definition of SMEs the 
type of companies that can adopt the IFRS for SMEs (IASB, 2009c).  The IASB 
defined SMEs as enterprises that “do not have public accountability, and publish 
general purpose financial statements for external users” (IASB, 2009c:10).  
As a result, in 2008, the IASB proposed to use the term IFRS for Private Entities 
(rather than SMEs), but the standards are still formally known as IFRS for SMEs 
(IASB, 2009c).The term ‘Private Entities’ is simply used because it matches the 
definition of these entities in the exposure draft (Pacter, 2008). IASB considers that 
IFRS for SMEs tailor the needs of private entities with approximately 50 employees 
(IASB, 2009c). 
Regarding micro entities with less than 10 employees, the decision of whether they 
must publish general purpose financial statements for external users is dependent 
upon the regulatory or in some instances, the government, in each jurisdiction, and 
this may vary since some jurisdictions exempt such companies from the requirement 
to publish general purpose financial statements (Pacter, 2008). Consequently, those 
micro entities that do not prepare general purpose financial statements cannot apply 
IFRS for SMEs, as is the case in Jordan and many emerging countries.  
In essence, the exposure draft of IFRS for SMEs was based on a simplification of 
the full IFRS, achieved by omitting topics irrelevant to SMEs, greatly simplifying the 
measurement principles of the full IFRS, and reducing the disclosure requirement 
(Jermakowicz and Epstein, 2010).   
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The document itself covers only 15% of the normal standards and is ‘stand-alone’ 
in nature, so businesses do not need to refer elsewhere (Fearnley and Hines, 2007). 
However, whilst IASB has considerably reduced the reporting requirements 
(Fearnley and Hines, 2007), it can nonetheless be inferred that a certain level of 
accounting knowledge and expertise is required for financial statement preparation 
(Coskun and Altunisk, 2002). Ultimately, Fearnley and Hines (2007) ask for 
standards that address unlisted companies specifically, as did Anacoreta and Silva 
(2005), and this request was finally answered in 2009 (IASB, 2009) with the issue 
of the Financial Reporting Standards for Small Enterprises (FRSSE).  
However, it is considered (Sian and Roberts, 2009) that guidance in the application 
of these standards is necessary, since after testing the effect of the FRSSE with 
small owner-managed enterprises (SOMEs) in the UK, Sian and Roberts (2009) 
concluded that these standards must be reasonably simple so that manager-owners 
could understand them, and be capable of complying with their requirements, in 
order to meet the needs of lenders or creditors, without incurring unnecessary cost.  
The applicability of IFRS in developing countries is questioned by academics and 
practitioners alike (Singh and Newberry, 2008a), not least of all due to the fact that 
these economies have no influence on the standard setting (Singh and Newberry, 
2008a). Nevertheless these standards are the best option for emerging economies 
to use if they wish to play a part in the global financial market. In fact, they have also 
proven advantageous in European markets, where applying IFRS instead of local 
standards has raised credit ratings of SMEs (Zuelch and Burghardt, 2010). 
1.4 Statement of the problem  
Approximately 98% of Jordanian companies are considered as small and medium 
size enterprises based on the number of their employees, which reach up to 250 
(Ministry of Industry and Trade in Jordan, 2009). The Jordan Enterprise 
Development Corporation identified the main challenges facing SMEs in Jordan, 
particularly lack of expertise and skilled employees and managers, the volume and 
high level of competition domestically and abroad in price and/or quality, inability to 
fulfil the internal and external market requirements, the absence of specified 
standards for SMEs to implement when preparing the financial statements, the 
difficulties in accessing the international market, the barriers that deny SMEs 
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appropriate finance for expanding and credit from suppliers, and the lack of 
implementation of new advanced technology (JEDCO, 2009).   
Additionally, some topics in the full IFRS are irrelevant for SMEs, and the application 
of the full IFRS as uniform accounting standards for SMEs is difficult (IASB, 2009c). 
Equally important, full IFRS which is the current applied standards cater to the needs 
of shareholding corporations and their investors. Furthermore, as mentioned already 
the implementation of full IFRS leads to incurred high cost especially for SMEs due 
to the requirements of financial reporting constructed for public companies as it is 
very complex (Haller and Eirle, 2008). Moreover, the full IFRS was considered 
inappropriate for SMEs because of the high amount of disclosure requirements and 
the emphasis on the fair value model by the full IFRS (Fearnley and Hines, 2007). 
Under these circumstances, financial statements are less comparable domestically 
and internationally especially with the same size enterprises. That led to increase in 
the barriers of accessing international markets or attracting foreign investments. 
Moreover, this inadequate level of information and the asymmetry it presents owing 
to the absence of appropriate set of accounting standards and complexity of full 
IFRS results in enlarging the obstacles firms face in obtaining finance from banks or 
credit from suppliers. It, therefore, became imperative for a specified set of 
accounting standards to be implemented so that the above-mentioned problems and 
challenges could be alleviated, and the IASB exposure draft on international 
financial accounting standards for small and medium size enterprises published on 
15th February 2007, known as IFRS for SMEs, was the response (IASB, 2009b).  
To the best of the writer’s knowledge, research on the applicability of IFRS for SMEs 
is very limited and a study on assessing their relevance, importance and challenges 
from preparers’ viewpoint is essential. None of the work undertaken so far has been 
in the context of the Jordanian economy. Albu et al. (2010) investigated the possible 
application of IFRS for SMEs in Romania, and conducted an exploratory study 
identifying issues relevant to the Romanian market. They raised several important 
considerations, for instance whether emerging countries find it easier to adopt IFRS 
in general, as they have less of an accounting tradition than the US or the UK for 
example (Albu et al., 2010).  
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1.5 Justification for the study  
The Jordanian economy relies almost entirely on SMEs as a remedy for many micro-
economic problems. SMEs in turn rely on financing, either through home investors 
or foreign direct investment. In order to attract such investment, internationally 
relevant financial reporting for SMEs is needed, especially considering that IFRS 
are required for listed corporations.  
The selection of Jordan as a primary research site for this study arose for several 
reasons. Firstly, the country is considered to be one of the most advanced countries 
in the Middle East with a liberal economic system and western accounting practice. 
It is prudent to limit the study to an Arab country where English language is used for 
administration purposes both locally and internationally. Secondly, given the size 
and significance of the Jordanian economy, it is an important and timely exercise 
because it is still under research in Jordan and Medial East. Thirdly, this study is 
motivated by the fact that there is a rapid change in the Jordanian commercial, 
industrial and economic environment, whereby the current regime continues to 
encourage foreign direct investment (FDI). In fact, one of the key ingredients in the 
promotion of (FDI) (demanded by foreign investors) is an accounting system 
comparable to that used in Western countries (Joshi and Al-Bastek, 1999). One 
outcome of the encouragement of and support for FDI is that Jordan is experiencing 
a high competitive economy domestically and internationally. 
This study is a worthwhile undertaking as it will benefit academics and accounting 
literature and the users of SMEs’ accounting information. This study will also 
contribute positively to the body of accounting literature by providing an example 
about Jordan as a developing country in terms of the suitability of adopting IFRS for 
SMEs. 
1.6 Research objectives 
This study has the following main objectives: 
1. To identify the main SMEs’ financial accounting information users.  
2. To identify the problems facing SMEs in Jordan regarding the preparation 
and use of financial information. 
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3. To assess the relevance of some accounting topics within the content of IFRS 
for SMEs to Jordanian context based on auditors’ views. Moreover, to 
evaluate the perceptions of financial managers and auditors regarding the 
suitability of those relevant topics within the content of IFRS for SMEs based 
on their differences from the Full IFRS (omitted topics, measurement, 
recognition, presentation, and disclosure). 
4. To empirically examine the perceptions of SMEs’ accounting information 
preparers regarding the general concepts of the IFRS for SMEs as well as 
their willingness to adopt the IFRS for SMEs. 
5. To determine whether the IFRS for SMEs can influence positively or 
negatively SMEs’ accounting practices. 
6. To identify the obstacles that may impede the effective application of the 
IFRS for SMEs. 
7. To identify the differences and similarities of perceptions based on size, 
ownership structures, legal form, and economic sector with respect to 
Objective 3.  
1.7 Research questions  
 
In order to achieve the mentioned objectives and answer the big research question 
of whether the adoption of IFRS for SMEs is deemed necessary undertaken and 
suitable for Jordanian context, the following sub-questions need to be answered: 
  
1. Who are the main SMEs’ financial accounting information users? 
2. What are the current problems facing SMEs in Jordan regarding the 
preparation and use of financial information? 
3. To what extend are the topics within the content of IFRS for SMEs relevant 
to SMEs in Jordan and How do the most important differences between Full 
IFRS and IFRS for SMEs influence the applicability of IFRS for SMEs from 
the preparers’ point of view? 
4. Do SMEs preparers have a willingness to adopt IFRS for SMEs and agree 
on the general concepts of IFRS for SMEs? 
 
5. Could IFRS for SMEs influence negatively or positively the SMEs’ accounting 
practices? 
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6. What are the main obstacles that may hinder the effective application of IFRS 
for SMEs? 
7. Does the size, ownership structures, economic sectors, respondents’ 
qualifications and legal form of enterprises have a significant effect on the 
suitability of certain topics within the content of IFRS for SMEs with respect 
to question 3?  
1.8 Research methods  
 
The specifics of the study, will involve using the following methods: 
 
 An extensive review of the appropriate literature to ensure that all the 
variables relating to the effective implementation of IFRS for SMEs are 
identified, and that a research instrument to investigate the prevailing 
situation in Jordanian SMEs can be designed without omitting any important 
angle. 
 
 A questionnaire survey with a large sample of preparers of SMEs’ financial 
information (financial managers of SMEs, auditors). Analysis will involve the 
use of SPSS since it is a user-friendly programme that offers reliable output 
for social science studies. The majority of questions used  a rating scale with 
six response classes including the option of “not applicable” or “impossible  
to say”, the adequacy of responses will be enhanced by using the non-forced 
scale (Malhotra, 2008). The “impossible to say” or “not applicable” option will 
be statistically considered as a missing answer.   
 
 A series of interviews with a small sample of preparers of SMEs’ financial 
information in order to assist the researcher in developing the questionnaire 
survey particularly the questions pertaining to the differences between IFRS 
for SMEs and full IFRS as it is important to determine the level of adoption of 
each topic in Jordanian SMEs context.  
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1.9 Research structures   
 
This study consists of six chapters. 
 
 
 Chapter One: introduces the outline of this thesis that deals with different elements 
of this study in terms of purpose of the study, background of the study which is 
introduced by illustrating the key literature and the research context. Research 
objectives and research questions are provided in addition to a summary of research 
methods, statement of problem and justification for the study. 
 
 
Chapter two provides a literature review of related studies that are directly 
concerning to the subjects to be investigated in the current study. Especially, it 
present the concept of  the full IFRS, harmonization, SMEs in general and in Jordan, 
IFRS for SMEs,  analysis the prim differences among full IFRS and IFRS for SMEs 
in addition to the Jordanian regulations, assessing factors affect the adoption of 
IFRS for SMEs and the possible implementation's effects. 
 
Chapter three presents the research methodology and the statistical analysis 
techniques which will be implemented in this study. Furthermore, the sample 
selection and the data collection methods will be discussed in order to clarify the 
empirical statistical analysis techniques that answer the research questions. 
Moreover, the research philosophy on which this research is based on will be 
discussed in order to justify the research methodology. 
 
Chapter four presents the findings based on the data being collected from 
interviewees. 
 
Chapter five presents the findings according to the data being collected from 
participants via questionnaire. 
 
Chapter six discusses the findings based on qualitative and quantitative analysis in 
the light of aforementioned literatures. 
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Chapter seven presents the conclusion by summarizing the findings of this study 
as well as provides recommendations that contributes either in solving or alleviating 
the stated problems in this study. Furthermore, recommendations will be performed 
for further research studies derived from the conclusions obtained in this study. 
     
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
14 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Chapter 2 : Literature review 
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2.1 Introduction: 
 
The purpose of chapter is to review and critically analyse the previous literature and 
concepts pertaining to SMEs’ financial reporting, concentrating mainly on several 
key areas; users of SME financial statements; how users use financial information 
presented by SMEs; general topics about SMEs; development of IFRS for SME; 
differences between IFRS for SMEs and full IFRS; costs and benefits of SME 
financial reporting; and expectations regarding the applications of IFRS for SMEs 
as well as the main obstacles that may hinder the effective applications of such 
standards. 
This chapter shows in the first place the financial reporting regulations in terms of 
their rationale as well as the broad objectives of a conceptual framework for financial 
reporting, followed by an explanation of IFRS and harmonisation, and then it will 
analyse general topics about SMEs in terms of their definitions; contributions to the 
economy; how they differ in micro entities, and the main problems encountered by 
SMEs. Subsequently, the users and uses of financial statements presented by 
SMEs as well as the cost and benefits of SMEs financial reporting will be illustrated, 
followed by the developments of IFRS for SMEs as well as the differences between 
IFRS for SMEs and full IFRS.  
The next part will include the main expectations toward IFRS for SMEs and the 
obstacles that may impede its adoption. The responses by several countries to IFRS 
for SMEs will be also demonstrated in this part. Finally, the previous literature in 
terms of IFRS for SMEs will be critically analysed.  
2.2 IASB conceptual framework 
 
2.2.1 Financial reporting regulation: rationale and broad objectives:  
 
The first step in analysing the financial reporting of SMEs is to examine the 
coherence of financial reporting regulation in addition to the perceived objectives of 
issuing and adopting standards for companies. 
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The underpinning idea of whether financial reporting must be regulated or not 
typically refers to two concepts which are: free-market and pro-regulation. The 
former presumes that "accounting information is an economic good similar to other 
goods or services” (Mathews and Perera, 1996:118). In other words, preparing 
financial statements is ruled by the supply and demand powers of users as those 
users can suspend the resources given once the preparers stop preparing the 
demanded financial information (Flower, 2002). 
On the other hand, the latter concept calls for accounting information to be 
presented publicly which enables stakeholders to obtain accounting information 
without the need to pay for preparation of such information; hence,  preparers have 
less motivation to produce these information that eventually result in undermining 
the quality of accounting information.  
However, users may overestimate their needs for accounting information as the cost 
for preparation are incurred by the preparers (Beaver, 1989). Admittedly in spite of 
this fact, regulation of financial reporting is deemed vital in order to mitigate the 
problems associated with market imperfections that relate to weak competition and 
information asymmetry (Mathews and Perera, 1996, Deegan and Unerman, 2006).  
Practically, the main objectives of regulating the financial reports fall into two 
approaches:  macroeconomic and microeconomic (Nobes, 1984). Macroeconomic 
refers to code law countries such as Germany and France. The government is the 
prime user as the concentration of macroeconomic approach is to use the financial 
information for tax purposes as well as planning the national economy. Thus, 
financial statements are primarily influenced by the taxation reporting regime. On 
the contrary, the microeconomic approach focuses on the use of the financial 
information by shareholders.  The latter approach refers to common law countries 
like the UK, USA, and Australia in which the private sectors and accountancy 
practitioners influence the shape of financial information and the standard setting 
process.   
According to the above objectives, the requirement of limited liabilities to prepare 
and publish financial reports, will enhance the transparency of businesses. These 
reports are used as an instrument to protect stakeholders, who are either the 
government or other stakeholders like creditors by applying the rules of capital 
maintenance which restrict the distribution as well as the use of company assets 
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according to rules issued for limited liability companies (Simöes, 2012).  
Consequently, regulating the financial reports will ultimately increase public 
confidence in the financial reports and aid the development of the national economy.   
2.2.2 Conceptual framework for financial reporting: 
 
In addition to accounting laws and regulation, preparing financial statements is also 
ruled by accounting standards as they are directly attributed to the financial reporting 
framework. Several countries such as the USA, apply the accounting standards 
mandatorily to listed companies only, while other countries amplify the scope of 
applying such standards to unlisted companies encompassing small entities 
(Pacter, 2004). Recently, more simplified and less onerous financial reporting 
standards have been issued for non-public companies. 
 2.2.2.1 Overview 
 
The financial Accounting Standards Board (FASB) was the first accounting body 
that developed the framework in 1970; FASB defines the conceptual framework as 
“a coherent system of interrelated objectives and fundamentals that is expected to 
lead to consistent standards and that prescribes the nature, function, and limits of 
financial accounting and reporting” (Zeff, 1999: 105). 
This framework aims at providing the underpinning principles that accounting 
standards are based on. In other words, these principles are considered as a 
guidance in either developing standards or dealing with non- addressed matters in 
accounting standards (Alfredson et al., 2009). Likewise, in 1989 IASB passes its 
conceptual framework and defines this framework as "the concepts that underlie the 
preparation and presentation of financial statements for external users"  (AICPA, 
2012b). Similarly, UK Accounting Standards Board (ASB) states that the aim of the 
framework is "to provide a coherent frame of reference to be used by the Board in 
the development and review of accounting standards and by others who interact 
with the Board during the standard-setting process" (ASB., 1999:Par, 2). Thus, it is 
manifest that IASB and ASB developed the framework to support all stakeholders 
who are either preparers or users of financial statements. Christensen (2010), 
confirms that the conceptual framework contributes essentially in providing a set of 
relevant principles as guidance for regulating or reporting the financial information, 
which is deemed as processes of political decisions. 
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2.2.2.2 Scope and objective of financial reporting 
 
The conceptual frameworks developed by IASB and other standards’ setters in 
USA, the UK, Australia, New Zealand, and Canada are analogous in the scope of 
applications as well as the financial reporting objectives (Scott, 2002).  
The core objectives of financial reporting are: providing useful and appropriate 
information for external users to make wise decisions and to report management’s 
stewardship. Due to growth of corporations that resulted in the needs to segregate 
the ownership from management, which involve evaluating whether the 
management exploit the entrusted resources effectively, the objective of 
stewardship reports was given priority of financial reporting (Flower, 2002, Maingot 
and Zeghal, 2006). Afterward, decision-usefulness reporting became the main focus 
of accounting bodies because it is stated as the key goal of financial reporting by 
the statements of all conceptual frameworks of those bodies (Scott, 2002).  
Regarding the scope of application, all frameworks of IASB, FASB, and ASB require 
companies to publish general purpose financial statements to be considered as 
conforming to the issued standards (Alfredson et al., 2009). For instance, in the UK 
companies publish general purpose financial statements in compliance with ASB, 
that target a wide range of users without focusing on publishing a specific report for 
particular users such as tax authorities (ASB., 1999).  
Due to worldwide intention to adopt IFRSs or IFRS for SMEs, the objectives of 
financial reports as well as the scope of application of conceptual frameworks 
developed by IASB will be illustrated in more detail. 
2.2.2.3 IASB conceptual framework: 
 
The IASB and FASB cooperate together so as to harmonise the conceptual 
frameworks. The following section shows the scope of application and the objectives 
of conceptual frameworks issued by IASB in 1989 regarding preparation and 
presentation of financial statements followed by the revised IASB conceptual 
framework.  
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 2.2.2.4 IASB's 1989 conceptual Framework 
 
The Preparation and Presentation of Financial Statements’ framework was passed 
by IASC in 1989, and was subsequently implemented by the IASB in 2001. The 
1989 conceptual framework covers the following issues:  
1. Objectives of preparing and presenting financial statements; 
2. Qualitative characteristics which specify how the information presented in the 
financial statements will be useful;  
3. Recognition and measurement of the elements that comprise financial 
statements;  
4. Concepts related to capital as well as capital maintenance.  
 
The framework specified that the objective of financial statements is “to provide 
information about the financial position, financial performance and cash flow of an 
entity that is useful to a wide range of users in making economic decision” (IASB, 
2009a: Par 12, IASB, 2009e:BC44). Another objective of this conceptual framework 
is to “show the results of the stewardship of management, or the accountability of 
management for the resources entrusted to it. Those users who wish to assess the 
stewardship or accountability of management do so in order that they make 
economic decisions; these decisions may include, for example, whether to hold or 
sell their investment in the entity or whether to reappoint or replace the 
management” (IASB, 2009a: Par14). Controversially, although the stewardship 
objective was in the content of the framework, this objective has attracted little 
attention compared to the considerable attention given  to decision usefulness 
(Scott, 2002, Ma, 1997).    
In fact, this framework was issued to fulfil users’ needs for financial information 
especially for those who are not in the position of obtaining these information readily 
(IASB, 2009a). Hence, managers are not deemed in the scope of those users as 
they have direct access to desired information (IASB, 2009a).  Similarly, Schiebel 
(2008) alleges that the main purpose of financial statements presented in 
compliance with the conceptual framework is to minimise the asymmetries in the 
accounting information between preparers and outsiders who make economic 
decisions. 
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The framework issued in 1989 has faced several criticisms. Deegan and Unerman 
(2006) oppose the users’ identifications determined in 1989, which encompass 
investors, lenders, employees, suppliers, customers as well as the government and 
the public, whereas this framework focuses practically on investors by holding the 
assumption that if the needs of those investors were fulfilled, other users would gain 
the benefits of using accounting information as investors’ information includes all 
needed information of other parties.    
What is more, according to numerous literatures, the objectives of decision 
usefulness as well as stewardship are not intrinsically consistent due to the 
diversification of required information by each group (Christensen, 2010, Gassen, 
2008, Walker, 2003). The timing issue of accounting information to be prepared 
creates discrete variation between decision usefulness and stewardship objectives. 
In order to achieve the former objective, the users need the most recent information 
in order to evaluate the firm’s performance while the users pertaining to the latter 
objective are reliant upon historical information so that they can correct or confirm 
the former prospects (Walker, 2003, Scott, 2002).   
Moreover, some researchers infer that the actual users of accounting information 
do not act rationally when they carry out their economic decisions which is totally 
contradicting the assumption of decision usefulness, which assumes users are good 
decision makers (Page, 1992, Young, 2006). In addition, owners and managers 
must not be neglected in this framework as they utilise wisely this information so as 
to operate the business on a daily basis (Eierle and Schultze, 2009, Flegm, 2006). 
Besides that, in order to provide the most recent information for valuation to achieve 
the objective of decision usefulness for future predications,  managements will be 
forced to prepare another set of information in addition to the two existed set of 
accounts that pertain to income tax reports and managerial reports (Flegm, 2006).   
To sum up, the general purpose financial statements in compliance with conceptual 
framework in 1989 aims at providing useful information to external users for the 
purpose of making wise economic decisions where those users are not empowered 
to obtain the needed information directly from the firm. In contrast, the internal users 
who have the power of obtaining directly the required information were neglected 
under this conceptual framework.    
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2.2.2.5 Revised IASB conceptual Framework 
 
As mentioned earlier, IASB and FASB introduced documents in terms of the 
qualitative characteristics as well as the objectives pertaining to financial reporting 
which have been passed in 2006. The review give rise to apprehension, excluding 
the stewardship objective as one of main objective in the framework (Gore and 
Zimmerman, 2007). 
Page and Hines (2006) accuse the board of ignoring the stewardship objective that 
is intended to assess management behaviours and control them. This study insists 
that there is no generally conflict between the needed information for achieving 
either stewardship objective or decision usefulness objective except in several 
measurements. Therefore, some scholars call for including stewardship as one of 
the discrete objectives in the framework.  In the same fashion,  Lennard (2007) 
realises that even though the two objectives are different, the needed information 
for stewardship may not be found within the report prepared for users making 
investment decision. Thus, the information needed to achieve these objectives is 
complementary rather than contradictory.  
Subsequently in 2010, the proposed conceptual framework in respect of the 
objectives of financial reports corresponding to the revised conceptual framework 
states that “the objective of general purpose financial reporting is to provide 
information about the reporting entity that is useful to existing and potential 
investors, lenders and other creditors in making decisions about providing resources 
to the entity. Those decisions involve buying, selling or holding equity and debt 
instruments, and providing or settling loans and other forms of credit” (IASB, 
2010:9). 
In addition to the elements of financial statements, the scope of the objectives was 
broadened to encompass many issues in the financial report associated with other 
matters rather than elements of financial statements (Lennard, 2007, Crook, 2008).  
Shareholders are the key users of general purpose financial statements and then, 
the priority is extended to include other potential users such as potential investors 
and creditors. Other stakeholders such as employees, suppliers, customers, 
government authorities, and the public have been neglected as main users of 
general purpose financial statements in this conceptual framework. While the 
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lenders might have the power to request financial information to satisfy their need 
for information especially if the company is in the position of demanding loans or 
credit (Page and Hines, 2006). 
As already mentioned, not only have the objectives of financial report changed in 
this conceptual framework compared to the framework issued in 1989, but also the 
qualitative characteristics have been subjected to amendments like replacing the 
concept of reliability by faithful representation (Henry and Holzmann, 2011). This is 
coupled with removing prudence as a reaction of excluding the stewardship 
objective as well as enhancing the objective of decision usefulness, due to the fact 
that prudence is deemed as a fundamental principle for stewardship and 
undermines the usefulness of information by reflecting conservative information 
(Peasnell et al., 2009). The conceptual framework issued in 2014 does not show a 
key departure from the conceptual framework in 2010 in terms of the objective of 
financial reports (IASB, 2014a).  
2.2.3 Stewardship  
 
Financial reports play major roles in organising the relationship between agent and 
principal which has been stipulated by the law, contracts, or other means of 
obligations. These financial reports enhance the stewardship that is referred 
“accounting by agent (manager) for the use of resources that the principal (owner) 
has supplied directly or indirectly”   (Myddelton, 2004:29). 
The conceptual framework of IASB considers the main function of stewardship in 
financial statements as to identify the outcomes of managers’ accountability to a 
broad group of users. The stewardship outcomes to owners are pertinent to agency 
associations whereas separation of ownership and management is exercised which 
may result in agency problems by conflicting the interest of both agent and principal. 
Hence, the presented accounting information in the financial report is deemed as 
controlling and supervising instruments (O'Connell, 2007).  On the other hand, 
Lennard (2007) boasts that the stewardship function is not only restricted to 
monitoring or supervising managements’ behaviours regarding the resources 
entrusted to them, but it also aims at boosting effective communication between 
agent and principal.        
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Likewise, due to the prominent effects of financial reporting over the predictive 
model of managers and their decisions, stewardship intends to control 
managements’ behaviour rather than provide useful information for other 
stakeholders, which distinct this objective from the decision usefulness objective 
(Page and Hines, 2006).   
Stewardship necessitates assessing and discovering whether the prior actions 
performed by management are not doubtful. For instance, the historical cost method 
is the ideal method for evaluating management (Ijiri, 1975), while the discretionary 
alternatives regarding reporting information must be diligently delimited to  (Page 
and Hines, 2006). In order to minimise the estimations to the least level. 
2.2.4 Decision usefulness 
 
The main underpinning assumption of the decision usefulness model is that "the 
basic objective of accounting is to aid the decision making process of certain `users' 
of accounting reports by providing useful, or relevant, accounting data"  (Godfrey et 
al., 2010:24). Therefore, determining the key users of financial information is 
considered worthwhile and has salient importance (Staubus, 2004). Equally 
important and according to the decision usefulness approach, the only useful 
information is encouraged to be attached to financial reports while subjective 
information is not encouraged to be included unless it is implicitly according users 
with crucial information. (Ijiri, 1975).  
The emergence of decision usefulness objectives was initiated in 1970 by the 
Trueblood Committee Report of the American Institution of Certified Public 
Accountants which accentuates that financial statements to "provide useful 
information for making economic decisions" and providing the stakeholders with the 
relevant financial information that promptly facilitates the companies’ missions in 
foretelling, comparing, and appraising their ability to generate cash flows in the 
foreseeable future (Cyert and Ijiri, 1974:35, Myddelton, 2004). Obviously, this 
objective has been placed as a foremost basic when marshalling conceptual 
frameworks. For example, FASB, IASB, and ASB have embraced the decision 
usefulness approach as the main objective in their conceptual framework.  
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As exhibited in Figure 2.1, decision usefulness objective focus on financial 
information that unequivocally influence stakeholders’ decisions rather than 
information affecting management decisions as stewardship objective implied (Page 
and Hines, 2006). 
Figure 2.1 : The Decision Usefulness Linear Model 
 
Source: (Page and Hines, 2006:6).  
In fact, the decision usefulness approach concentrates within the conceptual 
framework on the provision that entails communicating the relevant information to 
stakeholders regarding companies’ future cash flow. To put it in another way, 
accounting information would not be useful unless it provides relevant information 
regarding future cash flow (Staubus, 2004). Consequently, accounting information 
under this approach, is oriented to implement fair value so as to satisfy the users’ 
needs for the most recent information that enables them to predict foreseeable 
performance (Benston, 2003, Fulbier and Gassen, 2010). Owing to this narrow 
concentration, the benefits that might be gained from using financial reports are 
imperfect if the users refer to financial reports for different purposes that are not in 
the scope of predicting further actions (Young, 2006, Gjesdal, 1981).    
2.3 IFRS (overview) 
 
In respect of the last objective, the reason for implementing international accounting 
standards can be justified on the basis of the “decision usefulness” theory (Staubus, 
1961, Staubus, 1977), which deems accounting as a process of identifying, 
recording and communicating the economic activities of a company to the relevant 
users who analyse these activities for the purpose of making wise decisions. 
Generally, the decision usefulness theory is considered as a main element that 
supports the idea of information disclosure. Equally important, this theory indeed 
management 
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financial 
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contributes essentially in enhancing the financial accounting and supporting the 
process of standards setting in developing countries by using either the theoretical 
or the practical proposals of this theory (Staubus, 2000, Sharma and Iselin, 2003). 
The initial issued standards were the International Accounting Standards (IAS) 
passed by International Accounting Standards Committee (IASC), those standards 
demonstrate how the transactions within the companies are being treated and 
presented in the financial statements. Subsequently, IASB superseded the roles of 
IASC in issuing international accounting standards by issuing International Financial 
Reporting Standards since the April 1st, 2001(IASB, 2012a).  
The full IFRS comprised of IAS and IFRS, which is considered as a principle based 
set compared to the US Generally Accepted Accounting Principles (GAAP) that is 
rule based set of standards, the full IFRS covers a wide coverage of principles, like; 
recognition, measurement, presentation, and disclosure principles. Those principles 
are deemed as the most essential components of accounting standards whereas 
those principles have been acquired by depending on the basis of conceptual 
framework as well as professional judgment regarding the feasibility and application 
in all entities’ sectors (Nicoleta et al., 2009). Despite the similarity between IFRS 
and GAAP regarding the general principles as well as the conceptual framework, 
IFRS as a principle based set of accounting standards affords less detail in 
comparison with GAAP. In fact, the numbers of countries that adopt IFRS exceeds 
100 countries. Thus, IFRS aids as an international financial language that facilitates 
harmonising and interpreting the financial reports by stockholders (Elena et al., 
2009). 
Albeit IFRS is principle based, it was widely applied in 2002 at the moment of the 
EU requiring European listed firms to adopt IFRS for the purpose of preparing 
consolidated financial statements. The legislation was endorsed during 2005, which 
nowadays results in applying IFRS when preparing the financial statements by more 
than 8000 firms across 30 European countries. Optimising the quality, 
harmonisation, and comparability of financial statements are also reasons that may 
warrant the substantial demand to implement IFRS. Uniquely, not only do the 
stakeholders attain the benefits of applying IFRS, but also the market efficiency has 
been enriched simultaneously minimising the cost of capital (Aamir and Farooq, 
2010). Thus, Cheong et al. (2010) suggest that applying IFRS may certainly involve 
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more reliable and relevant accounting information within financial statements for the 
stakeholders. Given these points, IFRS became a prevalent set of accounting 
standards that spread over the global market. However as yet, the USA and Japan 
tend to be reluctant to adopt IFRS whereas there are persistent efforts by the 
accounting boards in the US and Japan in cooperation with IASB to foster the 
conversion to IFRS (Mirza et al., 2008). 
2.4 Harmonisation 
 
The effective communication amongst financial statements stakeholders is mainly 
reliant on informative ability of these presented financial statements.  Because of 
the unremitting development of nations and multinational economies, accounting 
practices need to be constantly developed in order to be kept current and stimuli 
relative to changes in world trends as to theoretical and practical issues. 
Consequently, as a result of multinational companies’ growth along with developing 
information technology and the international capital market, the need for globally 
valid and multinational accounting standards have been arisen (Müllerova et al., 
2010b).  
 
The robustness of global accounting standards boost the comparability of 
accounting information presented in financial statements. Uniquely, it is also 
enhancing the effectiveness in allocation of resources as well as capital pricing. Not 
only debt or equity providers gain benefits from applying global accounting 
standards, but also the companies that pursue  capital, whereas their cost of capital 
has been minimised due to applying these standards which result in eliminating the 
uncertainties attributed to these firms and eventually increases the audit quality as 
well as the consistency and simplifying the education (Pacter, 2008). This may entail 
going further to waive the necessity for jurisdictions to organise and issue their own 
standards that may consume a considerable amount of efforts, time, and resources 
(Pacter, 2008).  
 
Recently, international harmonisation has been embarked upon. The harmonisation 
of accounting standards is derived by comparing jurisdictions’ accounting standards 
(Doupnik, 1987, Street and Gray, 1999). By way of contrast, the variances among 
countries in many aspects such as: political system; law; and culture will not 
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necessitate comparable accounting information even though the accounting 
standards are the same (Schultz and Lopez, 2001). However, Chen et al. (2002) 
promise that the weak audit quality as well as the evident wide earnings 
managements in China can be traced back to the gap between Chinese GAAP and 
IAS. 
 
The International Financial Reporting Standards (IFRS) is deemed as a succinct 
draft of the best transactions treatments as well as the valuable experiences of 
practitioners and stakeholders’ needs based on a range of widely clear financial 
information.  The prime goal of these standards is to enhance comparability of 
financial reporting of different companies across borders (Müllerova et al., 2010b). 
   
The comparable information is highly important for both investors and managements 
which is presented in financial statements within the financial reports like, balance 
sheet, income statements, statements of comprehensive income, cash flow, 
statement of change in equity. These statements provide stakeholders with raw 
material for analysis (Müllerova et al., 2010b). Those users always demand 
unblemished information that facilitates both comparability and understandibility so 
that they can evaluate the organisations’ performances associated with financial 
information. These clear information is provided by applying IFRSs (Aamir and 
Farooq, 2010). On the other hand, Müllerova et al. (2010b) also declare that 
obtaining full comparability is often a hard task given that comparing companies 
across countries is only possible when the companies are centrally ruled or 
regulated while the comparability of financial statements is much more feasible 
when comparing the sequential accounting periods within the same companies. In 
this respect, for the purpose of improving the harmonisation of accounting 
standards, sufficient attention must be paid to mitigate the variances among different 
accounting standards rather than magnifying the scope of these international 
standards (Aras and Crowther, 2008). Moreover, governments must evaluate the 
accounting method within local requirements and in the light of IFRS in order to 
assess advantages and disadvantages as well as the relevance of methods 
regarding either local requirement or IFRSs in according with economic, institutional 
and cultural criteria in each country (Tyrrall et al., 2007). Nonetheless, cost and 
benefit analysis must be cautiously performed when converting from local to 
international standards (Bhimani, 2008). 
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As a result of successful transition toward harmonising accounting standards such 
as using IFRS as a basis for preparing financial reports, the financial reports across 
countries will be more understandable and transparent (Aamir and Farooq, 2010).   
2.5 Definition of SMEs 
Academics and professionals face a difficulty in determining an appropriate 
definition for SMEs. Previous studies show that there is an obvious absence of 
common criteria that exist in SMEs all over the world (Curran et al., 1986). The 
definition problem can be traced back to the following factors:  
1- The various criteria used to define SMEs. For example, number of 
employees, annual turnover and total balance sheet or profitability (Potobsky, 
1992). 
2- The numerous distinctions among industries and economies across 
countries in which SMEs operate (Tonge, 2001). 
 
In fact, there is no general agreed definition for SMEs as mentioned above. SMEs 
can be defined according to many criteria. For instance, number of employees, 
turnover, balance sheet total, ownership structures, and companies’ public 
accountabilities. Therefore, this study highlights several definitions for SMEs 
according to different criteria. 
 
Bolton, (1971) was the first to endeavour to define SMEs; this attempt was based 
on using two parameters (‘economic’ definition and the ‘statistical’ definition) in order 
to mitigate the problems associated with definition. This model stipulated conditions 
for firms to be considered as small firms. These conditions can be classified as 
follows: 
1- Economic definition: that deems a company as small if it has a reasonably 
small share of the market place. In addition to that, a company must be 
directed and managed by owners or partners. 
2- Statistical definition indicates that the criteria implemented to decide whether 
the firm is small or not, were made according to economic sectors as 
illustrated in Table 2.1.  
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Table 2.1: Bolton, (1971) Definitions of a Small Firm 
                     Sector Definition 
      Manufacturing 200 employees or less 
Construction 25 employees or less 
Mining and quarrying 25 employees or less 
Retailing Turnover of £50,000 or less 
Miscellaneous Turnover of £50,000 or less 
Services Turnover of £50,000 or less 
Motor trades Turnover of £100,000 or less 
Wholesale trades Turnover of £200,000 or less 
Road transport Five vehicles or less 
Catering 
All excluding multiples and 
brewery-managed houses 
Source: adopted from (Bolton, 1971). 
 
Bolton, (1971) definition encountered several criticisms especially from Storey 
(1994), who found a conflict between the economic and statistical definition 
regarding the management and ownership structure as well as the statistical 
definition of small manufacturing firms that have up to 200 employees in 
manufacturing small businesses. Besides that, Atkinson and Meager (1994) state 
that an independent management is necessary when an SME’s size is between ten 
and twenty employees. With such a size, owners’ interferences in the decision 
making process will no longer happen due to the independence of managers. When 
the business reaches a level of 100 employees, the owners of businesses begin to 
hold accountability to well-structured management rather than depending on their 
personal way of management (Storey 1994). Regarding the statistical definition, 
Storey, (1994) criticised it in terms of the following aspects: 
1- The absence of a single or unified criterion used to define small firms. 
 
2- Different levels of turnover are specified for economic sectors; furthermore, 
different limits of employees’ numbers have been used. 
 
3- Using monetary units will also reduce the comparisons over time due to the 
changes in prices and purchasing power over time.   
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Another definition in respect of ownership and management structures, SMEs has 
been defined as entities that are managed by the owners. In other word, owners are 
the managers at the same time with the absence of a detailed management 
structure, while owners are considered to be an individual or small group who owns 
the entity and controls the entire decision making process (Scott and Bruce, 1987, 
Bannock, 1981). 
The above definition has used the same concept of the economic definition by 
Bolton, (1971). Therefore the aforementioned criticisms apply implicitly to this 
definition. 
Curran et al. (1991) attempt to ground definitions for small firms which belong to 
services sector. This study focused on four criteria that commonly diverge among 
sectors in order to determine common features for small firms. These criteria are 
outlined as follows: 
1- Number of outlets. 
 
2- The highest of employees level number. 
 
3- The lowest of employees level number. 
 
4- Special conditions. 
 
The main criticism of this definition is that it concentrates only on service sectors 
without any consideration of the remaining economic sectors. 
The European Commission (2005), defines SMEs based on the number of 
employees as well as annual turnover and total balance sheet. The EC considers 
the enterprises as SMEs when the enterprise employ fewer than 250 persons and 
its annual turnover does not exceed 50 million Euros, or its balance sheet total is 
not more than 43 million Euros. 
According to this definition, EC classified SMEs as illustrated in Table 2.2. 
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Table 2.2 European Commission definition. 
Enterprise 
 category  
Headcount  Turnover  or  Balance sheet 
total  
Medium-
sized  
< 250  ≤ € 50 
million  
 ≤ € 43 million  
Small-
sized  
< 50  ≤ € 10 
million  
 ≤ € 10 million  
Micro-
sized  
< 10  ≤ € 2 
million  
 ≤ € 2 million  
Source: Adopted from (European Commission, 2005).  
According to this classification, SMEs can be divided into the following categories: 
1- Micro Enterprise: that employ less than 10 employees and its annual turnover 
does not exceed 2 million Euros, or its balance sheet total is not more than 2 million 
Euros.  
2- Small Enterprise: All enterprises whose number of employees who work within is 
less than 50 employees and either its turnover does not exceed 10 million Euros or 
its balance sheet total is below 10 million Euros.  
3- Medium-Sized Enterprise: all enterprises that employ more than 50 employees 
and less than 250 employees. Moreover, annual turnover is less than 50 million 
Euros, or the balance sheet total does not exceed 43 million Euros.  
There are several advantages of this EC definition over previous definitions for 
SMEs that coincide with prior research point of view, such as the Bolton Committee 
(1971) and other definitions that used the concept of economic or statistical 
definition implemented by the Bolton Committee. Those advantages that 
correspond with scholars’ points of view can be summarised as follows: 
1- The EC definitions use the employees’ numbers as the main criterion for 
defining SMEs rather than implementing a number of criteria which match 
with Storey’s, (1994) point of view.  
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2- The EC definition identifies that SMEs differ on micro entities in terms of the 
employees’ number is considered to be less than ten for micro entities 
(Atkinson and Meager, 1994), This definition divides enterprises into several 
categories which are micro, small, medium and large companies is 
corresponding with Storey,(1994). 
 
On the other hand, the EC definition use monetary units the same as the Bolton 
Committee, which exposed this definition to be criticised in the same manner  as 
when criticising Bolton’s definition, This criticism is that using monetary units will 
lead to a reduction of the comparisons over time due to the changes in prices and 
purchasing power.   
 
Comparatively, SMEs have been defined as enterprises that have a limited number 
of employees. The numbers of employees varies across countries. The upper level 
of the number of employees in SMEs is 250 in Europe countries. In comparison, 
other countries like Australia specify the highest limit to be 200 employees. 
However, in the U.S the highest number is 500 employees while the enterprise is 
deemed as a small enterprise if it has less than 50 employees and micro enterprises 
have less than ten, or in some circumstances, less than five employees (OECD, 
2006). 
IASB defined SMEs according to their accountabilities as “entities that do not have 
public accountability and publish general purpose financial statements for external 
users” (IASB, 2009c). Until now, the IASB has not determined a specific size for 
enterprises that must adhere to the IFRS for SMEs. 
In Jordan, according to the Council of Ministers of planning decision on 20/9/2005, 
Micro Entities were defined as entities that have a number of employees between 
one to nine employees, or a registered capital that is less than JD 30,000. Small 
enterprises specified as those that have 10 - 49 employees and a registered capital 
that is greater than JD 30,000; Medium size enterprises fall into the category of 50-
249 employees and a registered capital of more than JD 30,000; the number of 
employees in Large Enterprises must exceed 250 employees and a registered 
capital of more than JD 30,000 (Jordan Small Businesses and Human Development, 
2011).  
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In general, several studies use the term of “private” companies, instead of SMEs. 
For instance, IASB suggested using the term IFRS for Private Entities instead of 
IFRS for SMEs, even though the standards are still formally known as IFRS for 
SMEs (IASB, 2009). The reason for using the term private entities is that it matches 
the definition of these entities in the exposure draft (ED) that has been passed by 
IASB in 2007 (Pacter, 2008). 
Several studies such as (Jermakowicz and Gornik-Tomaszewski, 2006) indicate 
that unlisted companies are not deemed as a homogeneous cluster of companies. 
These companies fall into numerous categories which are: unlisted firms that have 
a public accountability; non-public accountable companies that publish general 
purpose financial statements; and small, unlisted firms that neither publishes 
general financial statements nor have public accountability, whereas these small 
entities prepare their financial information for managers who are either owners or 
no owners as well as for tax authority. By referring to IASB classification, the first 
category must adopt full IFRS, while the non-public companies that publish general 
purpose financial statements are considered to be comfort in adhering to IFRS for 
SMEs. Regarding the small companies, the implemented standards will be based 
on decisions taken by national jurisdictions to adopt either IFRS for SMEs or national 
rules. These considerations are corresponding with the opinion of IASB in the Basic 
for Conclusion opinion BC34 and BC44 (IASB, 2009e). 
For the purpose of this study, the definition of IASB will be used in order to consider 
enterprise conforms to IFRS for SMEs. The European Commission definition is 
considered as well to classify respondents’ entities in terms of the number of 
employees, turnover and total assets. 
Actually in addition, the rules of which specify the types of companies preparing 
annual audited report are considered in determining what types of firms are being 
included in the study sample. The reason behind this is referred to the condition 
under IFRS for SMEs, which consider only the firms that prepare general purpose 
financial statements as firms conform to IFRS for SMEs. Thus, all firms will be 
included if the Jordanian human development report and IASB definitions have been 
met as well as they publish general financial statements. In this case, all partnership 
and civil companies with a registered capital less than 100000JD will be excluded 
in addition to all sole trade firms, owing to the fact these firms are not required by 
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the company law (article, 24) to prepare audited and general purpose financial 
statements in accordance with internationally recognised accounting and auditing 
standards.  
2.6 SMEs and their contribution to the economy 
 
SMEs represent approximately 99 per cent of business firms around the world 
(Bastic and Nekrep, 2009, Kureshi.N et al., 2009). Truly, small and medium size 
enterprises (SMEs) play a major role in developing the economy in most countries 
(Rodney et al., 2009, OECD, 2002). Significantly, these kinds of enterprises 
represent a high portion of the enterprises across countries that contribute in 
increasing employment rates, sales revenues, innovation and exporting activities 
(OECD, 2002). 
  
In the same fashion, significant influences of SMEs on economies are noticed, 
particularly in developing countries. SMEs not only boost technological processes, 
innovation and the growth of the economy but also are more productive than large 
companies regarding innovations and developments (Mulhern, 1995, Carrier, 1994). 
Besides this, SMEs supply considerable outputs, satisfy several social objectives, 
and attract significant foreign direct investments (FDI). Likewise SMEs increase 
employment rates (Erixon, 2009, Müllerova et al., 2010b, Müllerova et al., 2010a). 
Approximately, 60 per cent of labour forces in the world are employed in SMEs so 
they are considered as a key engine of the private sector in most countries (AL-
Mahrouq, 2010).  
 
In addition, SMEs contribute considerably to modernisation, innovation and in 
improving the business by increasing the level of competition as well as creating a 
dynamic international and domestic market (Hillary, 2000). 
 
Alongside this, the SMEs sector enhances and sustains competitive advantages 
domestically and abroad (Grant, 1991). And last but not least, Happer (1998) 
indicates that the importance of the role of SMEs has increased sharply over the 
last two decades that is deemed as a major provider for people’s income as well as 
the development of economies. In the same fashion, the growth of the economy, the  
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incomes and employment rates are essentially allied to SMEs as a key source of all 
of these aspects (Mensah, 2004). 
2.7 The main differences between SMEs and micro entities 
 
SMEs differ from micro entities in several aspects that vary across sectors and 
countries. For instance, National SME Council of Malaysia (2008) distinguishes 
SMEs from micro entities based on turnover and the number of employees, whereas 
entities are considered as micro if their number of full time employees less than 5 
employees and turnover is less than 250000 RM.  
 
In Europe, the European Commission in 2005 made distinction between SMEs and 
micro according to employees’ numbers as well as turnover or total assets, which 
considered entities as micro if the number of employees within the entity is less than 
10 and its turnover or total balance sheet is less than 2 million Euros. It is obvious 
that the distinction between SMEs and micro entities varies across countries which 
is also different in the USA, Australia, Libya and Nigeria (Lucky and Olusegun, 
2012). 
 
Consequently, as already mentioned the following are representing the conditions 
based on these definitions that must fulfil in order to recognise the entity as a SME 
and conforming to IFRS for SMEs: 
 
1- Do not have public accountability section 1.2.a,(IASB, 2009c).   
 
2- Publish general purpose financial statements for external users section 1.2.b, 
(IASB, 2009c). 
 
3- Not partnership firms with registered capital less than 100000JD.  
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2.8 The main problems facing SMEs 
 
Although SMEs contribute significantly in the growth of the economy, SMEs 
encountered enormous problems that hinder their growth and reduce the 
competitive advantages compared to listed or large companies (Okpara and 
Kabongo, 2009). On the other extreme, Arinaitwe (2006) indicates that the 
probability of SMEs failing in developing countries is more likely compared to other 
countries.  
 
Various studies point out that the main barriers regarding appropriating sources of 
finance can be traced back to either not recognising the commercial banks’ 
requirements or due to the excessive instalments and interest expenses (Gray et 
al., 1997, Trulsson, 1997). In addition to that, Okpara and Kabongo (2009) assert in 
a study conducted in a developing country that financial constraints and the difficulty 
of obtaining finance from financial institutions as well as corruption and lack of 
managerial skills hinder the growth of SMEs. Likewise, in Vietnam, companies 
cannot obtain finance without sustainable real estate or land as collateral which 
enlarge the barriers for SMEs in appropriating loans compared to large companies 
(Minh Le, 2012). Also acknowledged, inappropriate or irrelevant financial 
information presented within SMEs which are tax driven rather than concentrating 
on providing useful information to lenders or creditors, are deemed as reasons 
causing increased difficulties in obtaining finance and credit (Pacter, 2008).  
 
In addition to the above, lack of management skills is considered as another major 
problem facing SMEs (Okpara and Kabongo, 2009). Lack of expertise and qualified 
employees in business and accounting is manifest problems due to the poor 
bookkeeping and documentations, which are caused by lack of experiences and 
managerial skills results in company failure which is common within SMEs 
(Tushabomwe-Kazooba, 2006).Uniquely, other studies identify that the key factors 
that impede small business from growth and development are the lack of 
management skill, inability of planning, weakness of bookkeeping, lack of market 
research (Lussier, 1996, Mahadea, 1996). In the same way, Coskun and Altunisk 
(2002) reveal some factors that have spread within SMEs which are the lack of 
training for employees in the business field, weakness of managerial skills and 
unqualified employees, and the inability to determine strategic directions. The 
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difficulties in understanding the financial issues are the major factors that SMEs 
encounter and must be mitigated (Coskun and Altunisk, 2002). This may lead to 
weaken the accounting system’s ability to safeguard assets or obtain good control, 
as indicated by 63 per cent of UK small business that would opt auditing their 
accounts even though it is not legally imposed, so that the interest of all stockholders 
might be safeguarded (Collis et al., 2004).    
Equally important, Ozer and Yamak (2000) attribute the difficulty of obtaining loans 
from financial institutions in Turkey to lack of managers’ knowledge regarding the 
possibilities of appropriating finance from different financial institutions that target 
SMEs. By the same token, Coskun and Altunisk (2002) recognise that SMEs 
managers suffer from the lack of knowledge in the fields of finance and accounting 
as they have different backgrounds. They also emphasise that government, trade 
and industry chambers and the universities must take action toward enhancing and 
improving the managerial skills of managers of SMEs (Coskun and Altunisk, 2002).  
Although SMEs owners can minimise this problem by employing professional 
managers, Dincer (1996) points out that SMEs owners do not have a preference to 
assign responsibility to professional managers or, in some circumstances, are 
unable to appoint professionals due to the high cost pertaining to preparing financial 
statements, as well as audit and bookkeeping cost (Arrunada, 2008). Hence, 
Maseko and Manyani (2011) recommend that national regulators need to take a 
step toward developing particular accounting guidelines for SMEs as well as offering 
accounting training programmes for employees and managers within SMEs, as the 
big majority of SMEs in Zimbabwe do not keep constant accounting records due to 
the lack of accounting knowledge and expertise.  
In addition to the aforementioned problems, the inappropriate decisions due to the 
complexity of financial information presented or the difficulty in making wise 
decisions because of the lack of appropriate financial information, are also 
considered as major problems, as highlighted by several studies (such as, Sian and 
Roberts, 2009), which was conducted in the UK. It emphasises the need of 
guidelines for the applied standards that must be simple, understandable and 
beneficial for relatively inexperienced small businesses’ owners/managers, as the 
managers rely heavily on accountants to prepare financial statements that are also 
deemed too complex to be understood by managers. What is more, this study 
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confirms that the applied standards must also deliver accurate financial information 
that is useful for more sophisticated users, such as lenders, without incurring high 
costs by small business. In other words, a balance between relevance and reliability 
of financial information is essential.  
The implementation of the same set of accounting standards applied to listed 
companies by SMEs is not cost effective in some emerging economies as it involves 
high costs attributed to preparing financial reports, due to the requirements of 
financial reporting constructed for public companies which is very complex (Haller 
and Eirle, 2008). Kitching (2006), reveals that costs are more onerous for SMEs as 
they cannot spread these over large-scale transactions or operations as can public 
companies. The full IFRS have been criticised for their non-applicability to non-listed 
businesses. In particular, criticisms have centred on the inability of the full IFRS to 
address issues related to non-listed businesses (Fearnley and Hines, 2007), where 
users do not need a massive amount of information for decision making. For 
instance the banks request less information than stockholders as they can obtain 
the information from the managers directly (Soderstrom and Sun, 2007). Hence, 
large amount of time, and effort is needed to prepare financial reports in compliance 
with full IFRS as well as offering a massive amount of financial information to users 
that is irrelevant to SMEs. Likewise, the general purpose financial statements of 
listed companies include more sophisticated transactions and comprehensive 
financial information that is used by many users compared with SMEs financial 
information, which involves more disclosure requirements to explain these 
transactions (Harvey and Walton, 1996).  
In this respect, Nerudova and Bohusova (2008) found that full IFRS fulfil the 
information needs of the large multinational firms’ stakeholders whilst they could not 
entirely meet the needs of small and medium-sized entities’ users. Likewise, 
Jermakowicz and Epstein (2010) underscore that there is a need for different 
financial standards for SMEs rather than full IFRS so as to increase the information 
ability to meet the users’ demands.  
 
Furthermore the full set of IFRS was claimed to be inappropriate for SMEs due to 
disclosure requirements and the emphasis on the fair value model by the full IFRS 
(Fearnley and Hines, 2007). In fact, the high disclosure requirement results in 
revealing on critical information about the entity to competitors and breaches its 
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privacy (Arrunada, 2008). With respect to this, Dedman and Lennox (2009) based 
on a survey of UK medium-sized firms found that the competition levels are 
positively correlated with the amount of disclosed information.  
On the contrary, Sian and Roberts (2009) found that the majority of respondents 
prefer to revaluate the property based on fair value that entails more disclosures 
rather than using the historical cost method, especially when the value of property 
increases sharply. Albeit the adoption of IFRS leads to a higher quality of accounting 
information (Taylor, 2009), it implies more cost when preparing and auditing 
financial statements because of the lack of knowledge of IFRS. This necessitates 
extensive training and education, as to how to prepare and audit financial 
statements in compliance with IFRS, given the pertinent cost increase, particularly 
if the jurisdiction’s GAAP is self-reliantly developed instead of being dependent on 
IASs (Haller and Eierle, 2004). Additionally, due to a lack of expertise and 
knowledge in IFRS, especially throughout the primary period of implementation, 
among preparers and auditors, the bookkeeping and auditing costs are considerably 
high (Taylor, 2009). Rennie and Senkow (2009) observe that the majority of 
Canadian private firms make approximately 10 per cent saving in both audit and 
accounting fees when switching toward different reporting standards rather than 
IFRS. However, the losses associated with non-uniformity of financial reports are 
questionable, certainly those losses related to undermining comparability (Rennie 
and Senkow, 2009).      
Some studies such as (Müllerova et al., 2010b) highlight the tax estimation problem 
resulting from applying IFRS especially if the firms report under jurisdiction’s 
taxation law that needs to be transferred when calculating the amount of tax 
payable. In addition, applying full IFRS for SMEs will be very costly as it may 
maximise the compliance cost of taxation substantially (Bohusova and Nerudova, 
2007). 
As a result, these problems may entail implementing different financial standards 
rather than those associated with public firms in order to mitigate the 
aforementioned problems. Examining the existence of these problems in Jordanian 
context is worthwhile, for the purpose of determining whether there is a need for 
different financial standards that are more applicable to SMEs.   
40 
 
2.9 SMEs’ users of financial statements 
 
The prime users of financial statements are investors, lenders, suppliers and 
creditors, employees, employees’ unions, customers, government, competitors and 
the public. However, SMEs’ users of accounting information differ from those belong 
to large companies. For instance, the banks, owners, managers and tax authorities 
are the foremost users of financial information presented by SMEs (Lungu et al., 
2007, Barker and Noonan, 1996, Page, 1984, Sian and Roberts, 2009). Similarly, 
Collis and Jarvis (2000) suggest that the most important external and internal users 
of the financial statements are recognised as tax authorities, lenders or creditors 
and owners or managers of these firms. Correspondingly, Hattingh (2001) claims 
that the majority of non-public companies prepare financial statements to satisfy the 
needs of owners, financial institutions and tax authorities. According to Di Pietra et 
al. (2008) study which was conducted in Germany, SMEs prepare the financial 
statements for taxation purposes as well as facilitating the process of obtaining 
loans from banks, presenting adequate information for investors, pay-out dividends 
and for managerial purposes, while, other users such as, customers, employees or 
prospective investors are not considered as key users of SMEs’ financial reports. 
 
Banks are deemed as one of the main external users of SME's financial statements 
as demonstrated in many papers (De Mesa Graziano, 2006, Albu et al., 2010). 
Banks or lenders in general, demand accurate information about the financial 
position which mirrors the companies’ abilities to settle the obligation (Quagli and 
Paoloni, 2012). Lungu et al. (2007), assert that financial institutions are concerned 
about determining the companies’ ability to cover obligations and to measure 
profitability ratios as well as liquidity. In the same fashion, banks are interested in 
debt structures and demand up-to-date actual and estimated cash flow statements 
as well as proper disclosures regarding collaterals (De Mesa Graziano, 2006).  
 
At the same time although, banks require detailed information, they are not 
interested to revaluate assets at fair value. It is clear that some measurements and 
recognitions used to prepare financial statements are not relevant for banks and 
other users but for investors in public markets (Cole et al., 2009).Lenders request 
less information than stockholders (Soderstrom and Sun, 2007). Accordingly, this 
may justify the need for different financial reporting for SMEs. 
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Owners and managers use financial information prepared by SMEs for the purpose 
of planning for finance and budgeting, exercising control over companies’ activities 
and to make wise informed decisions and judgments (Jarvis and Collis, 2003). 
Besides, financial statements are very useful for management when “deciding 
directors’ pay and bonuses, comparing performance with prior periods and in 
connection with loans or finance” (Collis and Jarvis, 2000:57).  The probability of 
understanding and gaining benefit from the statutory account is unlikely by owner- 
managers of small business as the content of statutory account tends to be complex 
and difficult to understand. Managers focus on forecasting the cash flow for making 
decisions rather than the statutory accounts which is deemed as impractical from 
their points of view (John and Healeas, 2000). Sian and Roberts (2009), state that 
simple guidelines for the applied standards are necessary in order to be beneficial 
for relatively unsophisticated small business owners/managers as the mangers rely 
on accountants to prepare financial statements that are too complex to be 
understood. 
 
Alternatively, tax authorities use SMEs’ financial statements to compute profit and 
deductible expenses to confirm that these expenses are pertinent and rationale 
(Lungu et al., 2007). While suppliers concerned with the average of the payback 
period while customers do not pay attention to financial statements (Corsi and 
Garzella, 2003). in contrast, competitors deem financial statements as a prime 
source of comparison (Quagli and Paoloni, 2012). However, Sian and Roberts 
(2009) points out that small enterprises do not primarily prepare financial reports to 
satisfy the needs of customers and suppliers. 
Similarly, shareholders and employees have a reduced request for financial 
statements as they can attain financial information internally (McMahon and Stanger, 
1995). On the other hand, Srijunpetch (2009) deemed shareholders to be among the 
main users, like managers and tax authorities. 
 
Although the above studies which deem banks, tax authorities and owner managers 
as main users of SMEs’ financial information, IASB, (2009) in its basic for conclusion 
(BC49) states that the general purpose financial statements according to IFRS for 
SMEs target a wide range of users such, shareholders, creditors, employees and 
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the public at large as well as managers, owners, lenders and tax authorities (IASB, 
2009e). 
 
BC54 states that in reality “SMEs often produce financial statements only for the 
use of owner-managers, or for tax reporting or other non-securities regulatory filing 
purposes. Financial statements produced solely for those purposes are not 
necessarily general purpose financial statements” (IASB, 2009e). BC50 indicates 
determining taxable income implying special purpose financial statements rather 
than general purpose financial statements. Hence, the specific target of general 
purpose financial statements presented by SMEs according to IFRS for SMEs 
neither determines taxable income nor determines distributable income for SMEs 
owners. Also BC53 and BC54 indicate that the aim of general purpose financial 
statements according to IFRS for SMEs is not to provide information to managers 
to make wise decisions as managers can attain the required information directly 
from the entity the same as managers of companies applying full IFRSs, but it helps 
them to understand the financial transactions and to have insight into the financial 
position, cash flow and performance (IASB, 2009e). 
 
Owing to the previous point, determining the main users of SMEs financial 
statements is necessary to the end that confirms or contradict the IASB point of view 
regarding the need for general purpose financial statements rather than those which 
are targeting to meet the needs of particular users of accounting information.  
2.10 SMEs and corporate reporting needs 
 
The theoretical explanation for differential reporting depends on users’ needs and 
their awareness regarding the accounting information which they demand and the 
cost and benefit restrictions. The objective of general purposes financial statements 
as specified by the conceptual framework is “to provide information about the 
financial position, performance and the changes in financial position of an entity that 
is useful to a wide range of users in making wise economic decisions” (IASB, 2009c). 
 
 IASB states that the objectives of general purpose financial statements are the 
same for any enterprise regardless of its size or other characteristics. However, IASB 
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admitted that there are distinctions among the users’ needs of SMEs for the financial 
statements from the users’ needs of other types of enterprises especially the larger 
companies, as their financial statements and their users are more sophisticated 
(IASB, 2004a). Indeed the users of SMEs’ financial information are not quite 
interested in some information being presented  in the general purpose financial 
statements compared to the users of listed entities’ financial statements that trade 
their debt or equity securities in financial markets  or that generally have public 
accountability (IASB, 2004a). 
 
As a result of existing various motivations and objectives that are closely linked to 
SMEs, the “decision-usefulness” theory that rationalises the adoption of IFRS will 
probably not apply to small firms as IFRS focus is on investors in public companies 
rather than other users who are not as interested in the residual equity (Dang-Duc, 
2011). Collis and Jarvis (2000), found by using  questionnaires aimed at small firms 
operating within the UK that the most important external and internal users of the 
financial statements are identified as tax authorities, lenders or creditors and owners 
or managers of these firms, and the separation of ownership is not common. 
Correspondingly, Hattingh (2001) claims that the majority of non-public companies 
prepare financial statements to satisfy the needs of owners, financial institutions and 
tax authorities. In addition to that, Collis and Jarvis (2000) conclude that the 
regulation of financial reporting must be changed to fit the needs of small business 
managers and so benefits are cost effective as well. 
 
Moreover, the Ministry of Finance in Vietnam passed decision number 48 in 2006, 
which exempts SMEs from adhering to several standards in Vietnamese accounting 
Standards (VASs) that are irrelevant to SMEs, which gives an indication of different 
reporting needs for SMEs from those applicable to large companies. This decision 
has been formalized by accounting standards setter in the hope of reducing the 
reporting barriers facing SMEs (Dang-Duc, 2011). 
 
In fact, before the IASB due process actions relating to international financial 
standards for SMEs and reporting needs, there were several studies that reflected 
distinctions in points of view regarding the necessity of exercising different financial 
reporting standards for companies according to the companies’ sizes. Whereas 
Mosso (1983), based on a study in the USA, indicates that the users’ needs for 
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financial reporting are the same regardless of the company size, Certified Public 
Accountants (CPAs) express the opposite point of view. The justifications of AICPA 
(2005) are that the US GAAP does not give enough considerations in terms of 
different reporting needs for non-public entities.  
 
To the contrary, FERF (2006) specify that unlisted companies demand more 
information than required by US GAAP. In a similar manner, a study in Bahrain 
performed by Joshi and Ramadhan (2002) concluded that the implementation of full 
IFRS by SMEs would not incur irrelevant costs. However, the opposite opinion was 
given in Canada (Maingot and Zeghal, 2006). 
 
Naturally, the differences among them can be traced back to the research context 
which may influence the results. For instance, In the USA, only the listed entities are 
compelled to adopt US GAAP (Stainbank, 2010). Even so, different corporate 
reporting options in Canada are implemented for unlisted or non-public companies 
(Mersereau, 2002). Whilst In Bahrain, the limited liability companies must adhere to 
the Commercial Companies Act (CCA) which compels companies to audit their 
financial statements annually according to CCA whereas, the full IFRS is optional 
(Joshi and Ramadhan, 2002). In the UK and the Republic of Ireland, financial 
reporting standards for smaller enterprises (FRSSE) are adopted by small owner-
managed enterprises (Mersereau, 2002). Consequently as mentioned above, the 
different reporting environment in the countries in which the study performed 
influenced the findings. 
 
Although IASB passed international financial reporting standards as a process to 
develop a uniform set of accounting standards and practices around the world, there 
were debates regarding the appropriateness of IFRS that shape the financial 
reporting for unlisted entities (Stainbank, 2010).  
 
The full IFRS have been criticised for their non-applicability to non-listed businesses. 
In particular, criticisms have centred on the inability of the full IFRS to address issues 
related to non-listed businesses, also the conversion to full IFRS is perhaps difficult 
and complex which result in difficulties comparing financial information across 
various countries (Fearnley and Hines, 2007), where users do not need a massive 
amount of information for decision making. For instance, the bank request less 
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information than stockholders as they can obtain the information from the managers 
directly (Soderstrom and Sun, 2007). 
 
Haller and Eirle (2008), based their finding on 410 SMEs in Germany concluded that 
the application of accounting standards applied to listed companies by SMEs is not 
considered as cost effective in some emerging economies that have high costs 
attributed to preparing financial reports, due to the requirements of financial 
reporting constructed for public companies which is very complex. Also in the same 
way, SMEs encountered problems regarding the cost restriction pertaining to the 
preparation of financial statements according to full IFRS (Cleminson and Rabin, 
2002). Furthermore the full set of IFRS was claimed to be inappropriate for SMEs 
due to disclosure requirements and the emphasis on the fair value model by the full 
IFRS (Fearnley and Hines, 2007).  
 
In contrast, Sian and Roberts (2009) found that the majority of respondents prefer 
to re-evaluate the property based on fair value rather than using the historical cost 
method, especially when the value of property increases sharply. Thus, a balance 
between simplification and the adequacy and the quality of financial information is 
necessary (Sian and Roberts, 2009). 
 
Several studies gave significant consideration to the discussion paper in 2004 by 
IASB when it delivered its Questionnaires “Preliminary Views on Accounting 
Standards for Small and Medium-sized Entities” in 2004 and “Staff Questionnaire on 
Possible Recognition and Measurement Modifications for Small and Medium-sized 
Entities” in 2005 (IASB, 2004a, IASB, 2005b). A total of 121 responses in the 
comment letters were received in 2004. Anacoreta and Silva (2005), analysed these 
responses and show that the missing answers represent approximately 20% while 
12% of the responses proposed a depth research on the users’ needs of SMEs 
financial information by IASB. Besides that, 5% of the participants in this 
questionnaire were external users while 51% of respondents represented preparers, 
21% were standards setters and only 8% were classified as academic groups 
(Schiebel, 2008). It is obvious that the percentage of external users is very low 
compared to preparers who represent the majority of respondents. A criticism that 
could face the IASB questionnaire in 2004 is that preparers such as accountant and 
auditors are mainly interested in determining whether the accounting standards are 
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being applied by SMEs or not, regardless of their relevance or their understandibility 
by the financial statements’ users (Joshi and Ramadhan, 2002). On the other hand, 
Van Wyk (2005) notices that a considerable number of answers was missing and 
the response rate was low in the questionnaire due to technical questions facing 
external users of financial statements who represented a part of his study conducted 
in South Africa.  
 
EAA FRSC (2005), states that “relatively little is known about the actual views and 
needs of owner-managers and other users”. In addition to that Evans et al. (2011) 
suggests that IASB as a private body must achieve “in-depth research to determine 
to what extent the needs of owner-managers and other users of SME accounts differ 
between the larger versus the smallest SMEs, and to what extent they differ 
internationally. It may be the case that the needs of the smallest SMEs are best 
served by a system developed by national regulators, taking into account their 
specific economic environment” (38). Also discussions about issues and 
circumstances of SMEs operating in developing countries regarding reporting needs 
have been held. 
 
In another case, Anacoreta and Silva (2005) point out that IASB shall take a step 
towards a comprehensive investigation, in order to specify the extent of financial 
information that the external users need in the financial statements. This request 
was based on the commentator responses to IASB’s comment letters that is 
considered as a prompt action from IASB statements of SMEs. 
 
Schiebel (2008), supports the previous opinions as this study indicates that IASB 
failed to identify the common information that external users need as IASB 
concentrated on a specific group of users in a specific country, which lead to the 
absence of valuable information for a wide range of external users domestically or 
abroad. What is more in this study, the failure of IASB to specify the common 
information needed by SMEs’ financial information users was mainly caused by its 
reliance on regulators, professionals who work within the accounting body and 
academics’ responses instead of the actual users and preparers (Schiebel, 2008).  
 
Other studies paid significant attention to users' needs, such as banks, which are 
the main external users of SME's financial statements as verified in many papers 
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(De Mesa Graziano, 2006, Albu et al., 2010). According to Albu et al. (2010) based 
on a study in Romania as an emerging economy, owing to financial crises, banks 
tend to demand more comparable financial report with the same size enterprises 
which is similar to the case of the stock exchange applying full IFRS for large 
entities. On the other hand, a question is raised by practitioners in this study about 
if the company can obtain a loan from bank based on financial statements prepared 
according to current financial standards, why company should search for something 
else? 
 
In essence, banks request adequate and detailed information about the financial 
position that mirror the companies’ abilities to settle instalments and interest 
expenses (Quagli and Paoloni, 2012). By the same token, Banks are interested in 
debt structures and demand up to date actual and estimated cash flow statements 
as well as proper disclosures regarding  collateral (De Mesa Graziano, 2006). At the 
same time, banks require adequate and subtle information as mentioned already, 
they are not interested in revaluation assets in fair value model, which indicate that 
many measurements and recognitions according to public market are not relevant 
for banks and other users rather than investors in public markets (Cole et al., 
2009).Consequently, this may warrant the need for different financial reporting for 
SMEs. 
 
SMEs are heavily dependent on loans as main sources of fund, since they do not 
pursue equity funding for fear of losing control over the business, therefore, their 
demand of financial information must be satisfied properly (Bruns and Fletcher, 
2008, Berry and Robertson, 2006) 
 
Suppliers are concerned with the average payback period while customers are not 
interested in financial statements. In contrast, competitors deem financial statements 
as a prime source of comparisons (Quagli and Paoloni, 2012).  
 
Although the distinctions among users needs of financial information, the IASC 
declares that there is no need for differential reporting for SMEs’ financial 
information users (AAA, 2006), and they endorse that the IASB replies carefully to 
any needs for GAAP exceptions when complexity of implementing the GAAP are 
being recognised (AAA, 2006). 
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On the contrary, some studies and professional bodies demand a specific set of 
accounting standards that fulfils SMEs financial information users’ needs that is not 
cross references to other standards formalized for public companies (Sian and 
Roberts, 2009, AICPA, 2005). These studies also emphasise the simplification in 
measurements and recognitions with fewer options.  
 
Identically, Allee and Lombardi Yohn (2009) in a study conducted in the US, state 
that the issuance of public financial statements is mainly subjected to several 
variables such as, age, size, firm growth, legal forms, and number of owners.  
 
In response to the needs of different financial reporting, FASB and the AICPA in 
2006 issued a proposal that is called, “Enhancing the Financial Accounting and 
Reporting Standard-Setting Process for Private Companies” (FASB, 2006).  
 
Similarly furthermore, IASB in 2007 issued the exposure draft (ED)  which proposed 
international financial reporting standards for small and medium size enterprises 
that abbreviated as IFRS for SMEs (IASB, 2009e). Afterwards, IFRS for SMEs was 
issued by IASB in 2009 (IASB, 2009c). 
 
Thus, alongside the main SMEs financial statements users, the likelihood of 
differential financial reporting needs will be investigated by examining the potential 
challenges that may face SMEs stakeholders in terms of preparing and using the 
financial information presented in accordance with full IFRS.   
2.11 Cost and benefits of SMEs financial reporting 
 
The cost and benefit consideration has occupied priority in developing and issuing 
the standards across jurisdictions. In terms of SMEs financial reporting, there is an 
obvious argument regarding the costs and benefits of SMEs financial reporting. For 
instance, Kitching (2006) indicates that publishing and preparing financial reports 
may impose some disproportionate costs on SMEs as the regulatory costs are fixed. 
 Thus, SMEs may incur higher costs compared to larger entities due to the lack of 
expertise as well as the inability to allocate these costs across large scale of 
operations (Kitching, 2006). This may be traced back to fact that SMEs are obligated 
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to prepare the financial statements according to accounting standards that are not 
designed for them (Dang-Duc, 2011). Conversely, these costs are likely to be less 
than those incurred by larger entities (Arrunada, 2008). 
However, Haller and Eirle (2008) show that SMEs incur comparatively higher costs 
for their compliance with financial reporting standards rather than listed entities. For 
this reason, the European Commission (2009b) exempted the small entities from 
preparing and publishing annual reports, to eliminate the undue burdens resulting 
from reporting requirements in addition to the purpose of reducing costs, which were 
approximately £1000 annually.   
Nevertheless, this exemption may be attributed to managerial costs as preparing 
financial reports are still needed by those firms for other purposes such as tax 
declarations, finance purposes, and possible business contract, which in turn 
expose those firms to a less secure environment business (Ploybut, 2012). In this 
respect, Arrunada (2008) contradicts the European Commission’s decision as it 
underestimated the benefits that can be derived from publishing financial reports 
such as enhancing the credit assessments by creditors and banks, while if the firms 
do not satisfy the reporting requirements, this will increase the cost of obtaining the 
financial information among contractual parties in comparison with costs when 
publishing this information.  
Several benefits from applying accounting standards have been highlighted by 
Dang-Duc (2011) such as enhancing tax declarations; satisfying legal requirements; 
supporting loan applications; and joining in business associations. What is more, 
Davies (2007) cautions the absence of financial reporting standards or regulation as 
it could minimise the financial discipline within the firm and maximise the likelihood 
for financial crime and fraud.   
Regarding applying international standards, a study conducted in Romania by 
Ionascu et al. (2007) stresses that although the costs of implementing international 
standards were relatively low, the benefits of harmonising the local requirement with 
the international standards were deemed as not essential  by most finance directors. 
In addition, applying full IFRS for SMEs will be very costly as it may maximise the 
compliance cost of taxation substantially (Bohusova and Nerudova, 2007). Equally 
important, Fox et al. (2013) reveal that the costs of implementing full IFRS exceeded 
the obtained benefits. Similarly, Taylor (2009) stresses that the financial statements 
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in the UK, Hong Kong and Singapore, which are prepared based on  IFRSs yield 
relatively immaterial benefits for stakeholders compared to those prepared 
according to local standards. 
Despite these arrangements, the cost and benefit trade-off are related to both users 
and preparers whereas users can recognise the benefits more than preparers while 
the latter group can determine the cost issues more reliably than users (Albu et al., 
2010, Dang-Duc, 2011). Thus, integrating both groups of respondent is vital when 
examining their perceptions in terms of cost and benefit trade-off. However in this 
study, the perception regarding the cost and benefit of applying IFRS for SMEs in 
the Jordanian context will be investigated from the preparers’ points of view only, 
owing to including some technical matters. 
2.12 Conceptual framework for SMEs 
 
IFRS for SMEs was not the first endeavour to develop a specific set of accounting 
standards for SMEs. In 1997, the Financial Reporting Standards for Smaller Entities 
(FRSSE) was passed by the Accounting Standards Board in the UK (ABS), which 
intended to alleviate the burdens of small entities associated with the use and 
preparation of financial statements (McAleese, 2001). The core objective of FRSSE 
is “to ensure that reporting entities falling within its scope provide in their financial 
statements information about the financial position, performance and financial 
adaptability of the entity that is useful to users in assessing the stewardship of 
management and for making economic decisions, recognising that the balance 
between users' needs in respect of stewardship and economic decisions' making for 
smaller entities is different from that for other reporting entities”  (ASB, 2008:14). 
Accordingly, the decision making and stewardship are determined as the main role 
of financial statements prepared under FRSSE. However, the absence of enough 
explanations as to how the two objectives diverged was evident as well as making 
weighty simplifications on disclosures requirements rather than on measurements 
and recognition rules (Jarvis and Collis, 2003). Whereas FRSSE was not sufficiently 
simplified so as to meet the users’ needs for accounting information and to mitigate 
the burdens of financial reporting for small entities, this has been concluded based 
on a survey of Irish accounting practitioners and interviews with the main 
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constituency of financial reporting for small entities respectively (McAleese, 2001, 
John and Healeas, 2000).  
Recently, a specific set of accounting standards for SMEs are adopted in several 
jurisdictions regardless of whether the full IFRS is implemented. For instance, 
Canada has constituted a distinct set of standards for non-public firms, which known 
as “Accounting Standards for Private Enterprises”  and were formed based on the 
conceptual framework for public firms that concentrates on investors’ and creditors’ 
needs (AcSB, 2009). Moreover, AICPA proposed a Financial Reporting Framework 
for Small- and Medium-Sized Entities (FRF for SMEs) in 2012 that is designed for 
non-public companies and for private profit companies which will be exempted from 
preparing financial reports in accordance with US GAAP applicable to listed 
companies in SEC (AICPA, 2012a).  
Numerous countries decided to implement IFRS for SMEs whereas 74 countries are 
in the position of adopting or planning to adopt the IFRS for SMEs as will be 
illustrated in section 2.17. (Pacter, 2011a, Pacter, 2011b).   
A concise overview of the development of IFRS for SMEs is presented in the 
subsequent section, followed by IFRS for SMEs overview, scope and objectives of 
financial statements are covered within the inside look in IFRS for SMEs section.   
2.12.1 Development of IFRS for SMEs 
 
The proposal regarding the crucial need for different financial reporting for SMEs 
was announced by Jordanian delegation members  to the IASC during the time of 
the last century, which indicated that the standards issued by IASC were extremely 
complicated for SMEs to follow (Rundfelt, 2007). Later, IASC was replaced by IASB 
and admittedly, in spite of the previous proposal rejection as IASB believed that all 
firms must adhere to the same set of standards regardless of their size or whether 
they are public companies or not, IASB asserted that users of SMEs financial 
information demands are substantially different to those of public companies 
(Rundfelt, 2007). In addition, the need for a simpler set of standards for SMEs has 
been raised, because of the complexity of full IFRS and the rules in many 
jurisdictions to prepare financial reports in compliance with full IFRS (Devi, 2003, 
Epstein and Jermakowicz, 2007).  
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In 2001, IASB commence took an actions towards constituting and developing 
international accounting standards that are more applicable and suitable for SMEs 
while paying considerable attention and focus to emerging economies (Aamir and 
Farooq, 2010). 
 Consequently, discussion paper was formed by IASB in 2004 that is named: 
“Preliminary Views on Accounting Standards for Small and Medium-sized Entities”. 
The paper published to receive comments from all over the world. IASB gave only 
90 days in order to receive comments for SME’s discussion paper (IASB, 2009e). 
The emphasis and focus were attributed directly with nine issues, which have been 
formulated into main nine questions that divided into three to five sub-questions 
(IASB, 2004a). The core nine questions are illustrated in Table 2.3. 
Table 2.3: issues in Preliminary Views on Accounting Standards for Small and 
Medium-sized Entities. 
“issues in discussion paper 
1- Should the IASB develop special financial reporting standards for SMEs? 
2- What should be the objectives of a set of financial reporting standards for 
SMEs?  
3- For which entities would IASB standards for SMEs be intended?  
4- If IASB standards do not address a particular accounting recognitions or 
measurements issue confronting an entity, how should that entity resolve 
the issue? 
5- May an entity use IASB standards for SMEs elect to follow the treatment 
permitted in an IFRS that differ from the treatment in the related IASB 
standard for SMEs?  
6- How should the board approach the development of IASB standards for 
SMEs? To what extent should the foundation of SME standards be the 
concepts and principles and related mandatory guidance in IFRSs?  
7- If IASB standards for SMEs are built on the concepts and principles and 
related mandatory guidance in full IFRS, what should be the basis for 
modifying those concepts and principles for SMEs?  
8- In what format should IASB standards for SMEs be published? 
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9- Are there any matter related to how the board should approach its project 
to develop standards for SMEs that you would like to bring to the board 
attention?” 
Source: adopted from (IASB, 2004a, Ram, 2012).  
Subsequently, IASB issued “the staff questionnaire on recognition and 
measurement simplification” in 2005, which encompasses two key areas that are 
related to (IASB, 2005b):   
1. Specifying the area within IFRS for which simplification in recognition and 
measurement is needed to be applicable to SMEs, and also the problems 
that could appear from the complexity of those measurements and 
recognition must be determined in addition to the possible solution.  
2. Determining the topics within IFRSs that are irrelevant to SMEs, which might 
be omitted from SMEs standards.  
The number of distributed questionnaires was 120 that were sent to 40 countries.  
IASB received 101 questionnaires (IASB, 2005b, Ram, 2012). 
In February 2007 IASB has passed the exposure draft of IFRS for SMEs 
accompanied with basic for conclusion document after principally taking all 
comments and responses in discussion paper as well as staff questionnaire into 
consideration (Ram, 2012).  The goal of this proposal is to produce simpler and a 
self-explanatory set of accounting standards for smaller and unlisted companies 
based on full IFRS that enhances the comparability and mitigates the burden of 
preparing financial statements in both developed and emerging markets (IASB, 
2007). The content has been derived from full IFRS by utilising the top-down 
approach (Pacter, 2009). All modification of content and differences of concepts 
between this proposal and full IFRS were justified according to cost and benefit 
consideration, accounting expertise of SMEs, and users’ needs (Pacter, 2009). A 
field test was undertaken in various countries in order to highlight the problems that 
may impede the application of IFRS for SMEs (IASB, 2009e). The responses to the 
field study which included a sample of 116 small entities from 20 diverse jurisdictions 
as well as some literature on ED of IFRS for SMEs identified some concerns 
regarding the following issues: 
Firstly, IASB uses the conceptual framework of IASB from 1989, even though the 
response to the discussion paper support the motion of relying on full IFRS to 
54 
 
develop standards for SMEs, Evans et al. (2005) criticise using IASB conceptual 
framework in 1989 as it is subjective toward listed firms as it was established for 
larger firms. 
Secondly, according to analysis of the responses of the discussion paper, 
Baskerville and Cordery (2006) report  that a high portion of stakeholders stress on 
the stewardship objective of SMEs’ financial statements while Botosan et al. (2006) 
comment that the stewardship objective is essential for all companies regardless of 
their size, which does not lead to a distinct need for users of private entities financial 
statements.  
Thirdly, the difficulty in specifying what kind of entities are qualified to use IFRS for 
SMEs, is caused by discarding the definition of SMEs according to size that was 
replaced by utilising the terms of public accountability which was an imprecise 
definition as the definition encompasses a wide range of companies (Ploybut, 2012, 
Evans et al., 2005). Companies under SMEs words include small and large non-
public accountability entities (Pacter, 2008).  
Fourthly, Shearer (2007) insists that these standards are only suitable for medium 
and large companies with around 50 employees and more whilst  are very 
burdensome for micro or small entities. This may be traced back to the use of the 
number 50 for employees as an indicator for SMEs. That is utilised by IASB when 
developing and determining the content of ED of IFRS for SMEs (IASB, 2007).   
Finally, the ED identifies a wide range of stakeholders who need general purpose 
financial statements (IASB, 2007). They are very limited and in most circumstances 
refer only to banks, tax authorities, and owners  (Haller and Eierle, 2007, Lungu et 
al., 2007).  
Alongside these concerns, the process of developing IFRS for SMEs has been 
criticised in many aspects such as, lack of studies on SMEs users’ needs, failing to 
explain the fundamentals over utilising or omitting topics from full IFRS, and the low 
portion of users participating in this process (Evans, 2010). Equally important, Di 
Pietra et al. (2008) questions whether the needs and circumstances of developing 
countries have been considered as IASB declared that ED of IFRS for SMEs is of 
great relevance to these emerging economies.  
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Although the standards has been renamed as IFRS for Private Entities, which has 
been adjusted afterward to become IFRS for Non-Public Accountable Entities, it has 
been issued by IASB as IFRS for SMEs in 2009 after taking the response to ED into 
consideration (IASB, 2009e).  
2.12.2 IFRS for SMEs (overview) 
 
SMEs saliently enhance economies in many aspects such as, employment, sales 
revenues, innovation and exporting activities (OECD, 2002). In addition, they satisfy 
several social objectives and attract significant foreign direct investments (FDI) 
(Erixon, 2009). Due to these facts, SMEs are given the priority by governments and 
standards setters in order to sustain and strengthen economies around the world. 
In line with this objective, SMEs need different financial reporting than larger entities 
as the financial statements presented by SMEs are very important for users to make 
wise economic decisions, even though there have been some opposing opinions 
regarding the need of different financial reporting as illustrated in section (SMEs and 
corporate reporting needs). In order to achieve these objectives, as well as 
enhancing and simplifying the comparability of accounting information across 
jurisdictions, accounting standards setters contribute significantly in developing 
accounting standards that aim to satisfy the need of SMEs’ users of accounting 
information without giving priority to any specific group of users at the expense of 
any other groups (Aamir and Farooq, 2010). In this context also, the UK Better 
Regulation Task Force (2005) determined several conditions for regulation to be 
deemed as good and relevant standards as possible to small entities, these five 
conditions are summarised as follows:   
1- Proportionality. Regulation takes place only when there are signs of 
risk or cost incurrence.  
2- Accountability. Regulators can justify the undertaken decisions. 
3- Consistency. The standards and governments’ instructions and law 
such as company law, must be combined. 
4- Transparency. Regulation must be understandable and simple. 
5- Targeting: Regulations concentrate on solving problems pertaining to 
those kinds of entities. 
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In response to these demands, FASB and AICPA (2006) issued a proposal that is 
called, “Enhancing the Financial Accounting and Reporting Standard-Setting 
Process for Private Companies.” It states, “FASB and the AICPA recognise the need 
to carefully evaluate whether financial reporting standards meet the needs of users 
of private company financial reports and whether the changes can be implemented 
by private companies in a cost-effective manner.” (iii). Private companies are not 
exactly specified based on size or other quantitative characteristics in the proposal. 
Instead, private companies, under the assumption of FASB and the AICPA are 
those whose shares are not traded within public markets and are not a non-profit 
organisation (Christie et al., 2010). 
 
In response to this proposal, AICPA proposed a Financial Reporting Framework for 
Small- and Medium-Sized Entities (FRF for SMEs) in 2012 that is designed for non-
public companies and for private profit companies which will be exempted from 
preparing financial reports in accordance with US GAAP applicable to listed 
companies in SEC. An exposure draft of this proposed financial reporting option has 
been issued to stakeholders in a private company in order to attain feedback. The 
exact time for comments to be received was January 30, 2013 (AICPA, 2012a). 
 
Furthermore, IASB in 2007 issued the exposure draft (ED), which proposed 
international financial reporting standards for small and medium size enterprises 
that abbreviated as IFRS for SMEs (IASB 2007:15). This ED defines the objective 
of financial statements of SMEs  as  being “to provide information about the financial 
position, performance and cash flows of the entity that is useful for economic-
decision making by a broad range of users who are not in a position to demand 
reports tailored to meet their particular information needs” (IASB 2007:15). 
Afterwards, IFRS for SMEs was issued by IASB in July 2009 (IASB, 2009b). 
 
For the purpose of this study, only IFRS for SMEs will be investigated as it is 
organised by referring to international financial reporting standards while FRF is for 
US private companies which apply US GAAP.  
IFRS for SMEs represent a substantial stage of conversion of financial reporting 
practices.  IFRS for SMEs will increase the quality of accounting information, 
facilitate the comparability of financial information around the world and, not least, 
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simplify the process of obtaining finance (Neag et al., 2009). Conversion to full IFRS 
might be difficult and would reduce the comparability across countries (Fearnley and 
Hines, 2007). 
 
For the purpose of reducing the difficulties of understanding IFRS for SMEs, IASB 
simplified the recognition, measurement and options compared to full IFRS, taking 
into account also the cost and benefit trade-off. In addition, IASB released 
implementation guidance which explains these standards by using examples relate 
to financial statements and a disclosure checklist (IASB, 2009d).  
 
Full IFRS was formalised to satisfy the needs of investors in public markets. SMEs 
do not need to offer a massive amount of financial information like public companies 
that apply full IFRS. The main purpose of IASB when issuing IFRS for SMEs is to 
satisfy SMEs users, The key objectives of IFRS for SMEs are as follows (Müllerova 
et al., 2010b): 
 
1- Specifying a unified set of accounting standards that are simpler and 
understandable as well as providing users with high-quality financial 
information. 
2- Reducing the financial barriers. 
3- Simplifying the transfer to full IFRS if non-public firms decide to convert into 
public ones. 
4- Fulfilling the needs of SMEs’ users of financial information without focusing 
on a particular group of users. 
 
By the same token, IASB assumes that IFRS for SMEs will result in improving the 
comparability of financial statements as well as reducing the cost associated with 
sustaining standards on a national basis (Müllerova et al., 2010b). In this context 
also, Jermakowicz and Epstein (2010) indicated that IFRS for SMEs signify 
positively in improving the comparability, transparency and the reliability of 
accounting information which results in enhancing the ability of SMEs’ stakeholders 
to make informed decisions.   
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2.12.3 IFRS for SMEs (inside look) 
 
Referring to sections 1.2 to section 1.5 in the IFRS for SMEs, the financial 
statements of entities that use this IFRS would be described as conforming to IFRS 
for SMEs, if they satisfy several criteria that are pertinent to SMEs’ definition by 
IASB which states “Small and medium-sized entities are entities that (IASB, 2009c): 
(a) Do not have public accountability, and 
(b) Publish general purpose financial statements for external users. 
Examples of external users include owners who are not involved in managing 
the business, existing and potential creditors, and credit rating agencies. 
 
An entity has public accountability if: 
(a) Its debt or equity instruments are traded in a public market or it is in the 
process of issuing such instruments for trading in a public market at domestic 
or foreign stock exchange or an over-the-counter market, including local and 
regional markets), or 
(b) It holds assets in a fiduciary capacity for a broad group of outsiders as 
one of its primary businesses. This is typically the case for banks, credit 
unions, insurance companies, securities brokers/dealers, mutual funds and 
investment banks. 
Some entities may also hold assets in a fiduciary capacity for a broad group of 
outsiders because they hold and manage financial resources entrusted to them by 
clients, customers or members not involved in the management of the entity. 
However, if they do so for reasons incidental to a primary business (as, for example, 
may be the case for travel or real estate agents, schools, charitable organisations, 
co-operative enterprises requiring a nominal membership deposit, and sellers that 
receive payment in advance of delivery of the goods or services such as utility 
companies), that does not make them publicly accountable” (IASB, 2009:10). 
In the same context, section 1.6 indicates that any subsidiary of a parent company 
or that belongs to a consolidated group which applies full IFRS, can use IFRS for 
SMEs and then its financial statements are considered to be described as 
conforming with IFRS for SMEs providing that it is non- publicly accountable entity. 
Therefore, subsidiaries that are non-publically accountable entities have the options 
of either adopting full IFRS in their separate individual account or adopting IFRS for 
SMEs in their separate individual account and then transfer the financial statements 
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to full IFRS when preparing the consolidated financial statements(IASB, 2009c). 
IFRS for SMEs are organised into 35 topics which cover (European Commission, 
2009a): 
1- Concepts and pervasive principles, these concepts and principles are 
based on the "Framework" 11 of full IFRS.  
2- Financial statements which must be presented. 
3- The guidance regarding accounting treatments of particular 
transactions. 
 
According to Basic for Conclusion 162, the standards have been organised by topic 
in order to be more user-friendly as IFRS for SMEs will be manually referenced and 
increase users’ abilities to link the topics back to full IFRS (IASB, 2009e). 
 
The disclosure requirements of full IFRS have been relaxed in IFRS for SMEs and 
several irrelevant topics such as earning per shares and issuance insurance have 
been omitted. In addition, some recognitions, measurements and options have been 
simplified (Fitzpatrick and Frank, 2009).  
 
The objectives of financial statements of small and medium size enterprises as 
determined by IFRS for SMEs in section 2.2 and 2.3 are (IASB, 2009c):  
1- Providing information about an entity’s financial position, performance and 
the cash flow which are useful for a wide range of users without focusing on 
a particular group of users who are in the position of demanding information 
tailored to their specific needs of accounting information. 
2- Financial statements reflect the outcomes of management’s stewardship and 
its accountability for the resources entrusted to them. 
 
IASB (2009c), in IFRS for SMEs (section 2.4- 2.14) stipulated numerous qualitative 
characteristics as to financial information in the financial statements, which are 
illustrated as follows: 
1- Understandability: that is comprehensive and understandable by 
stakeholders who have a reasonable level of knowledge in accounting and 
other business transactions. On the other hand, this does not imply and allow 
the elimination of relevant topics on the basis that these topics are relatively 
complex or difficult for users to understand. 
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2- Relevance: financial information must influence the decisions undertaken, by 
assisting the users in evaluating events, conforming or correcting the 
evaluation.  
 
3- Materiality: relies on the size of items of which the omission could lead to 
misstatements that could affect the decisions taken by the users of financial 
statements. Therefore, material items are relevant. 
 
4- Reliability: financial information in the financial statements must be free from 
error and bias and faithfully representative. Faithful representation is linked 
and created by the qualitative characteristics of substance over form, 
prudence and completeness.  
 
5- Substance over form: financial information prepared according to the 
substance and economic reality rather than the legal form which enhance the 
reliability of accounting information.  
 
6- Prudence: implies conservatism and using caution under the circumstances 
of uncertainty to help users to take wise decisions. Under these conditions, 
assets and income are not overestimated while liabilities and expenses are 
not underestimated. However, prudence does not indicate deliberate 
misstatements for either underestimating assets and income or 
overestimating liabilities and expenses as the exercise of prudence does not 
allow bias.    
 
7- Completeness: financial information in the financial statements must be 
complete. However, the exercise of completeness must be applied under the 
consideration of materiality and the associated cost. Further, if the omission 
of information leads to users’ misleading, the information in financial 
statements will be unreliable and be deficient regarding relevance.  
 
8- Comparability: financial statements must be consistent over time and within 
companies so that users can determine the trends of financial position, 
performance and cash flow. Moreover, disclosures are required for any 
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accounting policies implemented by entities as well as any change of those 
polices reflecting the change effects. 
 
9- Timeliness: financial information must be provided within the period of 
relevance in which decisions being made. However, entities must make a 
balance between timely reporting and the reliability of accounting information. 
In other worlds, balance between reliability and relevance is a necessary task 
in order to maximise the benefits of making effective decisions.  
 
10- Balance between benefit and cost: the benefit of using financial information 
must overweight the associated cost of providing accounting information.   
 
 
The expected positive contributions from applying IFRS for SMEs that reflect some 
of these qualitative characteristics such as, comparability, relevance, 
understandibility, and cost and benefit consideration, will be evaluated from the 
preparers’ perceptions. 
 
2.12.4 Standalone document:  
 
IASB has decided to use the top down approach instead of bottom up approach 
when developing international standards  for SMEs based on full IFRS (IASB, 2003). 
The reason for this according to an interview with the chairman of the IASB, Sir 
David Tweedie is to minimise the difficulties that SMEs could face when growing 
and converting into public entities (Ram, 2012). 
This raises the debate over whether a mandatory fall back to full IFRS is a must 
when encountering issues affecting SMEs and its need to be resolved, if not 
explicitly addressed in SMEs’ standards. In addition, another debate is related to the 
“optional reversion to full IFRS” that allows SMEs to opt for various treatments, 
which are permitted under full IFRS but is not related to SMEs’ standards (IASB, 
2004a). In this respect, the IASB board member, Mary Barth warns that permitting 
the optional revision to full IFRS will open the gate to infinite options undermining 
the comparability of financial statements (IStaR, 2004). However, the Board 
members have voted to retain the optional revision to full IFRS on standard by 
standard basis (IStaR, 2004). Also the Board decided to apply the mandatory fall 
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back to full IFRS (IASB, 2004b). Consequently, this would mean that SMEs’ 
standards are not deemed as a standalone document, because the preparation of 
financial statements rely on both full IFRS and SMEs’ standards, which is likely to 
amplify the financial reporting burdens that face SMEs rather than mitigate them 
(Ram, 2012).  
 
Subsequently, within the response to the ED of IFRS for SMEs, around 60 per cent 
of respondents tend to eliminate all cross references to full IFRS whereas most of 
remaining respondents suggest either retaining the cross-references’ number at the 
lowest level or remove all of these cross references in the case where there is no 
differences between full IFRS topics and IFRS for SMEs. The exposure draft 
involved 23 cross-references to full IFRS (IASB, 2009e:BC26).   
In response, IASB has considered all related comments and made the IFRS for 
SMEs stand-alone standards except with the option of using either full IFRS or IFRS 
for SMEs regarding the recognitions and the measurement of all financial 
instruments, whereas, SMEs have the option of implementing IAS 39 providing that 
the disclosures are in accordance with IFRS for SMEs instead of IAS 32 or IFRS 
710 (IASB, 2009e:34a,107 BC, European Commission, 2009a). 
 
Although SMEs can use full IFRS regarding the recognitions and measurements of 
financial instruments as already mentioned, and given the option of using full IFRS 
in the case of the absence of specific guidance regarding particular topics, IFRS for 
SMEs is deemed as self-contained and stand-alone standards based on full IFRS 
but with a separate framework from full IFRS (Seifert and Lindberg, 2010, Müllerova 
et al., 2010b, IASB, 2009e). Entities that adopt IFRS must use one set of accounting 
standards that either belong to IFRS for SMEs or to full IFRS and must not use 
mixed standards between full IFRS and IFRS for SMEs (Seifert and Lindberg, 2010, 
Müllerova et al., 2010b, IASB, 2009e). 
 
2.12.5 Differences between IFRS for SMEs and full IFRS 
 
Fearnley and Hines (2007), indicate that the standards setters give an intensive 
attention to global capital market and assume that all standards which are suitable 
for listed multinational companies are suitable for unlisted companies with some 
reduction in disclosures requirements and simplifications in measurements and 
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recognitions. The complexity of accounting standards and international transactions 
among companies creates doubts regarding the suitability of one set of accounting 
standards for all entities regardless of the company’s size (Fearnley and Hines, 
2007). 
 
IFRS for SMEs approximately contain 230 pages which is obviously much shorter 
than full IFRS that contains 3000 pages, in addition to that, IFRS for SMEs uses 
more simpler and easier translational language than the one used in the full IFRS 
(Müllerova et al., 2010b, Jain, 2010). IFRS for SMEs have been reduced by more 
than 90% in comparison to full IFRS (Jermakowicz and Epstein, 2010). This 
reduction was as a result of omitting topics that are in general irrelevant to SMEs, 
excluding several options regarding particular accounting treatments, simplifying the 
recognitions and measurements pertaining to particular transactions and 
arrangements, and minimising disclosure requirements (Jermakowicz and Epstein, 
2010, Fitzpatrick and Frank, 2009, Müllerova et al., 2010b, European Commission, 
2009a). 
 
The most important amendments in the content of full IFRS resulted from the users’ 
need for accounting information as well as the cost and benefit trade-off are 
illustrated below by providing a comparison between IFRS for SMEs and full IFRS 
for each amended topic.    
 
2.12.5.1 Omitted topics 
 
Although the similarities between IFRS for SMEs and full IFRS in terms of several 
topics such as provisions and contingencies, hyperinflation accounting and 
accounting for subsequent events (Christie and Brozovsky, 2010), the IFRS for 
SMEs is far simpler than full IFRS due to omitting several topic that are relevant only 
for public companies in addition to allowing only easy options by excluding many 
options permitted under full IFRS that are more complex. Furthermore, IFRS for 
SMEs has significantly simplified various recognitions and measurements regarding 
particular topics as well as considerably reducing the amount of disclosure 
considerable because of the waiving of the disclosure requirements related to the 
omitted topics, options, measurements and recognitions that have been replaced 
with simpler measurements and recognitions (Christie and Brozovsky, 2010, Vasek, 
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2011, Jermakowicz and Epstein, 2010, McQuaid, 2009, Veronica and Ionel, 2010, 
Deloitte, 2009a). 
 
The topics which IFRS for SMEs do not cover due to their irrelevance to SMEs are 
as follows (Christie and Brozovsky, 2010, McQuaid, 2009, Deloitte, 2009a): 
1- Earnings per share. 
2- Interim financial reporting. 
3- Segment reporting. 
4- Issuance of Insurance. 
5- Assets held for sale. 
6- Available for sale instruments.   
7- Held-to-maturity instruments. 
 
2.12.5.2 Presentation 
 
Table (1) in appendix (A) illustrates the main differences between IFRS for SMEs 
and full IFRS regarding the presentation of financial information in the financial 
statements. 
 
2.12.5.3 Measurements, recognitions, and options  
 
Table (2) in appendix (A) illustrate the main differences between IFRS for SMEs 
and full IFRS regarding the simplification of options, measurements and 
recognitions of particular accounting treatments and topics. 
 
According to the table and corresponding to European Commission, (2009), it is 
obvious that IFRS for SMEs uses a mixed measurements’ model by allowing the 
use of either the historical cost model for certain accounting treatments or fair value 
in other transactions where it can be readily and reliably determined and sometimes 
permit or provide the choice of using one of these models.   
 
2.12.5.4 Disclosures 
 
As aforementioned, disclosure requirements have been significantly reduced by 
omitting those pertaining to investment decisions in public markets or relate to 
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omitted topics, options and recognitions or measurements in the full IFRS that have 
been replaced by simplifications in the IFRS for SMEs (Christie and Brozovsky, 
2010, Vasek, 2011, Jermakowicz and Epstein, 2010, McQuaid, 2009, Veronica and 
Ionel, 2010, Deloitte, 2009a). 
 
As a result of applying the full IFRS in Jordanian companies as already mentioned, 
all of these differences between full IFRS and IFRS for SMEs will be empirically 
examined to evaluate the preparers’, auditors’ perceptions in Jordan regarding their 
agreements over IFRS for SMEs proposal by presenting the IFRS for SMEs based 
on its differences to full IFRS, as the IFRS for SMEs is still unused in Jordan which 
means their consciousness or awareness of IFRS for SMEs is very limited. Thus, 
they will be informed by comparing it with full IFRS, which is already in place. 
2.13 The expected effects from applying IFRS for SMEs especially 
on accounting practices 
 
Since IFRS for SMEs has been developed based on users’ needs and cost and 
benefit consideration, numerous positive results are expected, which are a boost in 
alleviating the difficulties associated with preparation and usability of financial 
information.   
Dang-Duc (2011), identifies some benefit that can be obtained like supporting the 
tax declaration and facilitating tax department work, fulfilling legal requirements, aid 
the internal use, enhance loan applications, and joining business association. His 
study however, indicates that these benefits will not affect the firms’ decisions 
regarding applying international standards. Equally, Müllerova et al. (2010b) list the 
following benefits that may present from applying the IFRS for SMEs: 
1. Simpler measurements and recognitions and less disclosure requirements 
compared to full IFRS. 
2. Enriching comparability domestically and abroad for financial statements’ 
users.  
3. Increasing confidence in the prepared financial statements. 
4. Decreasing the cost pertaining to maintaining and developing standards on 
a national basis.  
5. Ease of transfer to full IFRS if the company converted into public one. 
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Other prior studies as to the applicability of IFRSs especially in the Jordanian 
context, show that applying international accounting standards is considered as 
crucial in improving both the effectiveness and efficiency of systems within 
Jordanian Public Shareholdings Companies (Matar 2009). The effective application 
of such standards results in making financial information more comparable across 
countries and domestically, which eventually leads to an increase in adequacy 
regarding distributing and pricing capital. Furthermore, use of the IFRS within 
Jordanian entities makes them able to implement these standards at a reasonable 
and affordable cost based on users’ needs (Sulaiman, 2008). Other benefits of 
applying IFRS include: facilitating funding projects and simplify obtaining credit (Al-
Sbatti and Abdul-Salaam, 2008). In addition, the ability of financial statements in 
contributing positively in the making wise decisions is increased by applying the 
IFRS as well as saving considerable effort and cost associated with the issue of 
local accounting standards for Jordanian firms (Siam, 2005). In the same fashion, 
IFRS is an aid to international financial language that facilitates harmonising and 
interpreting financial reports by stockholders (Elena et al., 2009). Equally, optimising 
the quality, harmonisation and comparability of financial statements are also 
reasons that may warrant the substantial demand to implement IFRS. Not only do 
the stakeholders gain the benefits of applying IFRS, but also the market efficiency 
is enriched simultaneously minimising the cost of capital (Aamir and Farooq, 2010). 
However, these advantages are only obtained by listed firms as IFRSs designed to 
satisfy their stakeholders’ needs rather than those belonging to SMEs as already 
explained in section (2.10). Thus, several questions have been raised, which are 
pertaining to whether IFRS for SMEs will contribute positively in enhancing the 
accounting practices as IFRSs did for listed companies as well as mitigating the 
problems mentioned in section (2.10). Answering these questions is one of the main 
objectives of this study. 
2.14 Obstacles that might impede the effective application of IFRS 
for SMEs in Jordan 
 
There are several factors that must be taken into account when switching toward 
other accounting standards as they affect their effective implementation, which may 
vary across countries or even sectors. These factors are linked to either technical 
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issues (differences between the new standards and the applied standards) or the 
characteristics of both organisations and countries that intend to adopt these 
standards. Regarding the technical issues, IASB has taken action to mitigate the 
effect of these issues by permitting some exemptions within a separate section in 
the IFRS for SMEs at the first time of adoption (IASB, 2009c, KPMG, 2010). These 
exceptions are applicable to SMEs regardless of the prior applied standards as 
indicated by IFRS for SMEs section (35.1) that states: “This section applies to a first-
time adopter of the IFRS for SMEs, regardless of whether its previous accounting 
framework was full IFRSs or another set of generally accepted accounting principles 
(GAAP) such as its national accounting standards, or another framework such as 
the local income tax basis” (IASB, 2009c:204).  Companies can gain benefit from 
these exemptions only once, but are not permitted to have these exemptions more 
than onec even of these companies applied the standards and subsequently break 
up the standards and decide to adopt them again. This would not be considered  as 
the first time adoption as stated by section (35.2) (KPMG, 2010, IASB, 2009c). In 
addition these companies are exempted from retrospective application if it is 
impracticable to be performed (35.11) (IASB, 2009c, Ernst & Young, 2010). 
The following are the mandatory and optional exceptions (IASB, 2009c: section 
35.9):  
Mandatory exception: 
1. “Derecognition of financial assets and financial liabilities. 
2. Hedge accounting. 
3. Accounting estimates. 
4. Discontinued operations.  
5. Measurements of non-controlling interest”. 
Optional exemptions: 
1. “Business combination. 
2. Share based payment transaction. 
3. Fair value as deemed cost. 
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4. Revaluation as deemed cost. 
5. Cumulative transaction differences. 
6. Separate financial statements. 
7. Compound financial instruments. 
8. Deferred income tax. 
9. Service concessions arrangements. 
10. Extractive activities. 
11. Arrangements containing a lease. 
12. Decommissioning liabilities included in the cost of property, plant and 
equipment”.  
Regarding other factors, several studies discuss these factors (such as, Strouhal et 
al., 2010) that determine numerous challenges might hinder the effective application 
of IFRS for SMEs in some central and eastern European countries, they include: the 
tax calculation; the necessity of providing some training courses for employees to 
improve their skills; education and qualification requirements;  and the fact that the 
majority of SMEs prefer to prepare accounts for tax purposes only rather than to 
present fair view or for managerial decisions. The need to prepare different financial 
reports are the most evident obstacles that hinder the acceleration of the 
implementation and introduction of standards whereas general purpose financial 
statements differ from those for special purpose statements (Lacob and Simionescu 
Buse, 2010). Likewise, Strouhal (2012) based on study conducted in the Czech 
Republic indicates that applying new set of accounting standards like IFRS for SMEs 
particularly, will imply additional costs associated with preparing a second set of 
financial statements rather than those prepared for tax purposes. Moreover, 
Bohusova and Nerudova (2007) point out that applying different set of accounting 
standards to countries in which SMEs perform substantial  amount of foreign 
transactions, could result in misunderstanding of the financial statements by 
creditors and suppliers in those countries. Therefore, harmonising the financial 
statements with those countries is more important than applying a coherent set of 
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accounting standards domestically which refers to the importance of accounting 
responsibilities by external enterprises and other parties domestically and abroad.  
Equally important, Albu et al. (2010) stress that even if the technical issues related 
to differences between the new standards and the applied standards can be solved 
by boosting the teaching quality as well as constant development programs, 
considering the IT systems, cost of training, and the transferability of concepts 
among cultures are also deemed vital.    
Matar and Noor (2008) specify the main obstacles that could face SMEs when 
adopting international standards including: the weakness of knowledge in 
accounting; the failure to plan wisely foresee the future financial flows; lack of 
guarantees required to obtain the necessary credit and facilities as well as Finance 
difficulties; and weakness of accounting and internal control systems. Also, the 
insufficient experiences of human resources working in accounting fields, and the 
limited financial resources that are necessary to develop SMEs (Atteyah, 2008). 
Similarly, Alavvnah (2008) identifies the absence of an accounting culture among 
SMEs’ owners and managers; their unwillingness to apply standards and preparing 
accounts; lack of accounting responsibilities by external enterprise; failure to 
separate the ownership of these enterprises from management. These are factors 
which might impede the application of new accounting standards. 
On the other hand, accounting and management skills, cost and benefit trade-off, 
and the size of entities, do not directly affect the compliance with accounting 
standards whilst legal requirement differences and how external parties use 
financial information are some factors which influence compliance with accounting 
standards thereby the effective implementation (Dang-Duc, 2011).  
Moreover, the combination of management and ownership in owners hands reduces 
delegation and creativity or professionalism within SMEs ((Dincer,1996) cited at 
Coskun and Altunisk, 2002). Okpara and Kabongo (2009), reveal that the key 
factors which influence SMEs are: financial constraints; corruption; lack of 
infrastructure; difficulties in obtaining finance from financial institutions; and 
weakness of managerial skills.  
Equally important, Siam (2005) determine several factors which affect the 
application of international accounting standards pertaining to the differences 
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between Jordan and the countries which developed these standards such as:  the 
taxation law; the existence of various laws and legislations across jurisdictions; the 
inconsistency of professional bodies and associations delegated to monitor 
accounting practice and the profession; the variances in economic and social 
situations; the difference regarding concepts as well as behaviours and prevailing 
values among countries; and last but not least the cultural and civilisation 
dissimilarities. 
Regarding the concept and culture, Alexander and Servalh (2009) suggest that 
transferring concepts amongst accounting cultures is difficult . 
For the purpose of this study, identifying the major obstacles, which could impede 
the effective adoption of IFRS for SMEs, is one of the main objectives that will be 
addressed in this study.  
2.15 How countries respond to adopting the IFRS for SMEs 
 
According to IASB (2009c), the adoption of IFRS for SMEs is voluntary, given that 
each jurisdiction can either decide to implement it or not as well as shaping the 
scope of entities which are permitted to apply IFRS for SMEs. It is noticeable that 
the numbers of countries in which implement the IFRS for SMEs in their statutory 
accounts or permit it has progressively increased to 74 countries who required it, 
mandatorily, or voluntarily, or are in the process of applying it (Pacter, 2011b). For 
instance, although AICPA issued FRF for SMEs in the USA, IFRS for SMEs are 
permitted as a basic for preparing financial statements by unlisted firms in the United 
States. Likewise, the UK considered the adoption of the Proposed Financial 
Reporting Standards for Small and Medium- sized Entities (FRSME), which has 
been constituted based on IFRS for SMEs with slight adjustments that suit the 
business conditions and company law in the UK (Ploybut, 2012).  
IASB surveyed national standards setters participating in the world standards 
setters’ meeting in 2011 regarding how jurisdictions adopt IFRS for SMEs or the 
reason behind their non-adoption (Pacter, 2011b). The results are in Table (2.4) 
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Table 2.4: Response to the IFRS for SMEs by some jurisdictions 
Source: adopted from (Ploybut, 2012) from (Pacter, 2011b) 
Countries  
(n=33) 
Adopted (n=11) Not adopted (n=22) Issues raised by 
participants  
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Africa & Middle East :           
Sierra Leone ✔  ✔        
South Africa ✔   ✔       
Tunisia      ✔      
Lebanon  ✔   ✔      Not formally adopted 
Asia& Pacific :           
Cambodia ✔  ✔        
Hong Kong  ✔  ✔      Some change in sec 29: 
Income taxes 
India     ✔    ✔  
Indonesia     ✔ ✔     
Japan     ✔   ✔  Not adopt full IFRS 
Malaysia         ✔  
Singapore ✔  ✔        
Taiwan     ✔ ✔   ✔  
Australia     ✔     Reduced disclosure 
requirements 
Europe :           
Austria     ✔  ✔    
Belgium     ✔ ✔ ✔    
Czech Republic     ✔      
Denmark     ✔   ✔ ✔ Possible conflict with EU 
directive 
Germany      ✔      
Kosovo        ✔  Not required for micro entity 
Malta     ✔      
Netherlands     ✔      
Poland     ✔      
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Slovakia     ✔  ✔    
North American& 
other 
          
Canada      ✔      
USA ✔   ✔      Can opt for UAS GAAP 
Argentina ✔   ✔       
Brazil   ✔ ✔       Eliminate some allowed 
alternative  
Mexico      ✔      
Bahamas  ✔  ✔        
Trinidad  ✔  ✔        
Albania     ✔      
Norway     ✔    ✔  
Russian Federation      ✔ ✔ ✔    
Total  8 2 6 5 20 4 4 3 5  
Note: if the IFRS for SMEs is optional, full IFRS, national GAAP and other basis is permitted.  
  
Referring to the above table, approximately 67 per cent of participating countries do 
not use IFRS for SMEs, for many reason such as: adoption of their local GAAP; they 
consider IFRS for SMEs as a complex set of accounting standards for their SMEs; 
or they prefer to prepare tax account instead. The adoption of IFRS for SMEs was 
optional in many countries without modification, for instance, South Africa, Lebanon, 
USA, and Argentina while it was mandatory in other jurisdictions such as, 
Cambodia, Singapore, and Bahamas. The adoption in Brazil was mandatory with 
some modification while in Hong Kong was optional with some modification (Pacter, 
2011b, Ploybut, 2012).  
2.16 Other studies in the applicability of IFRS for SMEs 
Recently, because of publishing the IFRS for SMEs by IASB, some research has 
been carried out, which aims at exploring stakeholders’ opinions regarding the 
applicability and suitability of IFRS for SMEs in various countries.  
The applicability of IFRS in emerging and developing economies is questioned by 
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academics and practitioners alike (Singh and Newberry, 2008a),  due to the fact that 
these economies have no influence on the standard setting (Singh and Newberry, 
2008a). Nevertheless these standards are the best option for emerging and 
developing economies to use if they wish to play a part in the global financial market. 
In fact, they have also proven advantageous in European markets, where applying 
IFRS instead of local standards has raised credit ratings of SMEs (Zuelch and 
Burghardt, 2010). 
For this purpose, several studies examined the applicability of FRS for SMEs in 
different contexts such as, Vasek (2011) who evaluated the benefits and 
deficiencies of applying IFRS for SMEs as well as presented a fundamental 
comparison between IFRS for SMEs and full IFRS. Moreover, this study 
investigated the reaction of some countries such as Central, South America and 
Africa, in addition to the UK and Ireland who had discussions to replace the current 
applied GAAP with IFRS for SMEs. There were also 19 European member states 
which presented a positive expectation to include IFRS for SMEs within EU 
accounting legal framework while only 6 members were not in favour of using it. 
Similarly, although IFRS for SMEs include shorter instructions for users, it enhances 
the comparability, transparency, understandability, and the confidence of users in 
SMEs accounts as it is designed predominantly for SMEs (Nguyen, 2010, Kılıç et 
al., 2014). In addition, Lozada Rivera (2015) highlighted that disclosure 
requirements under IFRS for SMEs shows simplicity in the adoption. Similarly, The 
adoption of IFRS for SMEs will improve the quality of accounting information as well 
as maintain a good internal control system (Collis, 2008). However, Toma (2011) 
contends that despite the simplifications made, IFRS for SMEs is still not 
satisfactorily satisfy the needs of SMEs’ users. 
In November 2009, the European Commission and Internal Market and Services 
called for comments on questions contained within the consultation paper that was 
published in the form of a linked document sheet. The main aim of the consultation 
paper was to identify the perceptions of EU stakeholders regarding the usefulness 
of IFRS for SMEs. The respondents were targeted and divided into four categories 
which were preparers, users, public authorities and auditors (European 
Commission, 2009a). The primary consideration and reaction to these standards 
were diverse, some commentators on this questionnaire gave a positive evaluation 
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of IFRS for SMEs in many considerations, for instance, reducing the burden of 
obtaining finance, minimising the cost of capital, fostering trade as well as 
international acquisitions, and increasing the usefulness and the quality of 
accounting information. Conversely, some respondents showed scepticism 
regarding simplifications of IFRS for SMEs which is still too complex for small 
businesses in their view. There is also inevitable cost attributed to modifying the 
accounting systems or training the employees, and the tax liabilities effect that could 
result from the transition from local GAAP to IFRS for SMEs. There might be also 
the possible scenario of a reduction of the audit choice when auditors come to audit 
small firms according to IFRS for SMEs, as auditors experience a relatively 
seamless process and robust position when they audit IFRS accounts, which may 
lead to an increase in audit fees and undue account preparation costs (European 
Commission, 2009a). However, the results show strong support for applying IFRS 
for SMEs within the European accounting framework whereas a high proportion of 
supporters proposed to apply the standards to medium and large firms as well as 
the international group of companies (European Commission, 2009a).  However, 
the report results of the European Commission (2010) also indicated  that in 
countries which are characterised as having a sturdy association among accounting, 
profit distribution, and taxation, adoption of IFRS for SMEs could lead to "duplicating 
reporting requirements" (P:2). To put it another way, firms would be compelled to 
prepare numerous sets of accounts for either tax or statutory accounts.  
In this respect, Quagli and Paoloni (2012) critique the consistency amongst the 
European Commission questionnaire respondents, based on various views 
between users and preparers of financial statements, taking into account the 
number of preparers who responded to the EU Commission questionnaire, that were 
significantly more than the users’ number, and without including the responses 
obtained from other groups such as auditors and regulators in this analysis. The 
main purposes of this study are to ascertain whether the users and preparers have 
a positive expectation regarding the application of IFRS for SMEs or have an 
opposite one differed from  standard setters, and to confirm whether or not the 
responses have been influenced by the countries in which users and preparers 
operate  (Quagli and Paoloni, 2012). This study reveals that the users appreciate 
the issuance of these standards as they prefer the principles-based approach for 
directives rather than a rule-based approach and they were more favourably about 
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IFRS for SMEs than the preparers who express a contradict position to include these 
standards in the EU directive. Furthermore, the replies to the EU commission 
questionnaire were varied across countries regarding the willingness to include 
IFRS for SMEs in the EU accounting framework, where the German speaking and 
Latin countries do not favour the inclusion of IFRS for SMEs in a EU directive, or at 
least, the response from these code law countries demonstrates that the application 
of IFRS for SMEs must be precluded from the mandatory application and to be 
optional instead, at the country and company level (Quagli and Paoloni, 2012). In 
appraising the responses as a whole, the inclusion of IFRS for SMEs is not generally 
desirable due to many reasons such as; the emphasis on investors’ needs rather 
than other SMEs stakeholders as the simplification of the full IFRS  still acts in  the 
investors’ interests at the expense of other stakeholders; several problems 
associated with taxation; the probable undermining of comparability within 
European countries that could result from applying IFRS for SMEs in a voluntary 
way in particular countries or companies (Quagli and Paoloni, 2012). The findings 
of the latter study is in line with a study conducted by Sian and Roberts (2008) 
performed on ED of IFRS for SMEs by interviewing owners, accountants, and users 
of small firms in developed and developing countries like the UK and Kenya, which 
realise that the majority of stakeholders consider this draft too complex to implement 
especially for micro entities, whereas respondents from Kenya preferred to have a 
separate set of accounting standards for small entities, those from the UK did not. 
The variances can be justified based on the different financial reporting framework 
for small entities in these countries, taking into account that firms in Kenya were 
mandatorily required to apply full IFRS, but UK small companies can prepare their 
financial statements in accordance with FRSSE (Sian and Roberts, 2008).   
Furthermore, in the European context, Eierle and Haller (2009) conducted a study 
in Germany in order to investigate many issues pertaining to the applicability of IFRS 
for SMEs such as: the suitability of IFRS for SMEs in the form of ED that was issued 
in 2007 by IASB; the influence of the company’s size; the cost and benefits trade-
off  pertaining to certain accounting methods; and the relevance of several 
accounting topics. Based on questionnaires distributed to small and medium size 
enterprise managers, this study shows that the reluctance of companies to apply 
IFRS for SMEs was manifest. In addition, the size effect, with respect to 
management structure, influences the suitability of applying several accounting 
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methods and the relevance of certain accounting topics such as sale of business, 
share-based payments, hedging transactions, and investment in listed companies.  
The  cost and benefit trade-off also varies across size cluster that has been 
examined even though the size does not influence the cost and benefit assessment 
as concluded by this study (Eierle and Haller, 2009). The reason behind the variance 
responses across firm size clusters can be attributed directly to the level of IFRS 
knowledge whereas this knowledge was found to be greater in larger entities, which 
may in turn affect the respondents’ perceptions regarding the cost and benefit of the 
ED of IFRS for SMEs (Eierle and Haller, 2009). In the same way, Quagli and Paoloni 
(2012) confirm that, in addition to the finance and operation peculiarities of SMEs, 
their size directly influences the preference to adopt IFRS for SMEs. On the other 
extreme, if the full IFRS is considered appropriate for most limited liability companies 
plus micro firms, the IFRS for SMEs will be suitable as well (Göransson, 2008). And 
more likely to be adopted by countries that cannot develop local accounting 
standards or their own GAAP, especially for those jurisdictions where full IFRS are 
applied (Kaya and Koch, 2015). Like Estonian that was successful in implementing 
IFRS for SMEs (Alver et al., 2014). 
In the USA, Christie and Brozovsky (2010) come to the conclusion by analysing the 
Deloitte survey of private companies that incentives or additional education and 
training courses are necessary due to 43% of respondents being unaware of IFRS 
for SMEs. However, 62% of respondents affirm that they would convert to IFRS for 
SMEs when it becomes mandatory (Deloitte, 2009b). Besides that, Christie and 
Brozovsky (2010) point out that simplification of these standards would probably 
encourage users of SMEs’ financial statements who  usually encounter difficulties 
in understanding the economic transactions presented in financial statements and 
could possibly reduce the costs attributed to implementing U.S GAAP. In 
comparison, U.S preparers and auditors generally agree with IASB member 
James.J. Leisnring who indicates that the full IFRS must be the only applied set of 
standards (Christie and Brozovsky, 2010). His argument is underpinned by the 
possible lack of comparability triggered by producing an additional set of standards 
which differ from the Constitution of the International Standards Committee 
Foundation having only a sole set of standards (Christie and Brozovsky, 2010).  
In the context of developing countries, the key benefits of applying IFRS for SMEs 
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were identified by Feleagă et al. (2008), they are the enhancement of financial 
information communication and the use of this information via managers, whilst the 
disadvantages are attributed to  the translation of such standards into Romanian as 
well as  the training of employees on their application. Moreover, Veronica and Ionel 
(2010) also analyse the prospective advantages and disadvantages of 
implementing IFRS for SMEs in the context of Romania. This study concluded that 
the implementation of IFRS for SMEs is an inevitable action especially as the 
professional and local body in Romania cannot develop a distinctive quality of 
accounting standards that fit SMEs in Romania. Besides, Albu et al. (2010) support 
Veronica and Ionel (2010) points of view regarding the implementation of IFRS for 
SMEs in Romania due to the inconsistencies in the applied standards which are 
known as OMFP 1752. However, Albu et al. (2010) also add to the literature by 
undertaking numerous interviews with preparers and regulators to see whether the 
implementation of IFRS for SMEs varies across countries due to prior accounting 
backgrounds experienced in various countries. Where a strong linkage between the 
taxation system and accounting system has been found in the Czech Republic, it 
involves incurring extra costs if IFRS for SMEs are implemented due to the necessity 
of preparing a second set of financial statements for tax purposes (Strouhal, 2012). 
Also Ploybut (2012), indicates that any benefit gained by cost reductions resulted 
from applying IFRS for SMEs will be lost due to the need to prepare a second set of 
financial reports for tax purpose. Therefore, Hasan et al. (2014) suggested that 
developing countries that encounter problems in the adoption of the IFRS for SMEs 
must consider a practical response in forthcoming reviews for IFRS for SMEs, to 
benefits from these standards. As it represents a simple select in comparison with 
the full IFRS (Lozada Rivera and Ríos Figueroa, 2014).  
Stainbank (2010), assesses previous studies in terms of the need for deferential 
reporting all over the world and the process of IASB as well as the process of 
standard setter in South Africa, in the light of analysing the financial reporting 
environment in South African companies. This study supports the view that the 
implementation of ED of IFRS for SMEs in South Africa was the best action 
undertaken to assist the non-public companies in waiving the cost associated with 
complying with full IFRS. In addition, this draft is deemed as feasible as full IFRS for 
auditors to express an opinion on the faithfulness and the accuracy of the financial 
statements’ presentation. However, small businesses in Ghana do not need 
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internationally comparable financial reports because of the limited structures of 
internationalism (Aboagye-Otchere and Agbeibor, 2012). In addition, this study 
proves that the majority of topics addressed in these standards are not relevant to 
small business as the firm’s size, legal form, and the number of owners influence 
the suitability of applying the standards. This is in line to the study carried out by 
Stephena and Dickson (2010) that revealed uncertainty amongst academics 
regarding  whether IFRS for SMEs would reduce the reporting burdens facing 
SMEs. In contrast, Dang-Duc (2011) clarifies some factors that do not directly 
affected the compliance with accounting standards by SMEs in Vietnam, such as: 
size; cost and benefit consideration; management and accounting skills; whilst the 
legal requirements and external users perception have an evident effect. 
Another  study conducted in South Africa  was performed by Wyk and Rossouw 
(2009) that aims to: identify whether the exposure draft of IFRS for SMEs issued in 
2007 will reduce the obstacles facing SMEs in terms of financial reporting practices; 
whether the target of 50 employees specified by IFRS for SMEs is consistent with 
representative SMEs in South Africa; whether there is a need for omitting additional 
topics from IFRS for SMEs; and determine several recognitions and measurements 
that could be simplified. In this study 242 questionnaires have been received by the 
preparers of financial statements of whom the majority of respondents were from 
public practice. This study revealed contrasting findings compared to Stainbank 
(2010) on several points such as, the doubt which existed among respondents 
regarding the ability of IFRS for SMEs to  minimise the barriers associated with  
financial reporting, and the overestimation of the typical size of SMEs in terms of 
employees’ number which has been specified by IASB for the standards to be 
targeted, it is far larger than the size of SMEs that operate in the South African 
business environment, and the inapplicability of several topics within this draft to 
SMEs which must be considered for omitting or further simplification such as: 
impairment of assets, related party disclosures, intangible assets, government 
grants, employees benefits, non-current assets held for sale and foreign exchange 
rates.  
Albu et al. (2013), inspected the users’ perceptions across four emerging economies 
that are: the Czech Republic; Hungary; Romania; and Turkey in respect to the 
potential adoption of the IFRS for SMEs. They revealed that the majority of the 
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preparers preferred the convergence approach for the IFRS for SMEs. While, users 
favoured the mandatory implementation more than convergence approach. 
2.17 SMEs in emerging economies and the nature of financial 
reporting 
 
According to AL-Mahrouq (2010), small and medium size enterprises form an 
integral part of the private sector worldwide. Not only do they employ near enough 
60 percent of the labour force in the world but they also directly influence the output. 
SME’s have a considerable importance in providing employment, fulfilling social 
objectives and also drawing substantial foreign reserves into a country. 
With references to (Rodney et al., 2009, OECD, 2002), SMEs have an important 
role in the development of economies in most countries. SMEs directly influence 
sales revenues, increasing the rate of employment and boosting export. 
The implications of small and medium size enterprises are easily visible, mostly in 
developing countries. SMEs have a positive impact on economic growth whilst also 
enhancing technological processes, however they are also regarded as being more 
efficient than larger organisations in innovation and development (Mulhern, 1995, 
Carrier, 1994). 
 
In the case of the Middle East and North Africa region (MENA), it is evident that 
SMEs are the driving force of employment creation, development, growth, and 
economic expansion.  Over 85% of organisations in the MENA region are SMEs 
while more than 90% of these employ less than 50 workers. Consequently 
SMEs in the MENA region add to more than 2/3 of overall formal employment 
adding a sizeable share of value in GDP (60% GDP), which clearly shows how 
predominant SMEs are in MENA economies (Kandah, 2011). 
 
On the other hand it has been argued by Arinaitwe (2006) that the likelihood of SMEs 
failing in developing countries is considerably higher than in other countries. 
Notwithstanding that it has been stated by Okpara and Kabongo (2009) that 
research shows that the growth of SMEs is obstructed for a number of reasons such 
as corruption, financial limitations and lack of managerial skills. Therefore, in order 
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to have a sustainable economy in developing countries, it is essential to develop 
SMEs. 
2.18 Financial reporting for developing countries  
 
Developing countries are increasingly attempting to be a part of the global economy. 
This is due to the increase in multinational organisation exercises, economic co-
operation and political unifications among developing countries which in turn 
requires more transparent financial information (Alp and Ustundag, 2009).  
There has also been a significant increase in the adoption of the IFRS (International 
Financial Reporting Standards). This is mainly due to more interest in global 
accounting harmonisation. According to reports, there are approximately 100 
countries that have a policy of convergence with IFRS. However there are still many 
countries, which do not adopt the International Financial Reporting Standards. The 
majority of these countries are developing countries (Bova, 2007).  
The divergence of accounting in emerging and transitional economies was 
discussed at the recent IASB symposium where the attendees made a number of 
statements. For example it was stated that; “emerging markets and transition 
economies should build up a clear concept about the international convergence of 
accounting and take active steps to develop a plan on convergence with IFRS; the 
international convergence of accounting is the irreversible trend and direction of 
development” (Bova, 2007:1). The IASB continuously praises the positive effects 
that an internationally harmonised reporting system could have on mitigating 
information asymmetries in emerging economies. 
 
This raises a number of questions; for example would the adoption of IFRS as a 
national standard be sufficient enough to create positive market effects? Questions 
such as this are integral when considering recent reports, which suggests that IFRS 
compliance levels following IFRS adoption are heterogeneous across firms (Street 
and Gray, 2001, Bryant et al., 1999). 
 
Two important questions are highlighted with the existence of heterogeneity in IFRS 
compliance, “What accounts for the heterogeneity? Does heterogeneity in IFRS 
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compliance levels mute the benefits of IFRS adoption frequently lauded by the 
IASB”? (Bova, 2007:1).  
 
According to Haller and Eirle, (2008), it would not be cost effective in some 
developing countries to implement the same set of accounting standards to SMEs 
that are designed for listed companies, as this would inevitably involve increased 
expenditure in regards to the preparation of financial reports, which is mainly due 
to, the constraints set out for public companies. This is due to the IFRS’s inability to 
address issues that are related to ‘non listed’ companies (Fearnley and Hines, 
2007). 
Tyrrall et al. (2007) have analysed the relevance of IFRS’s to Kazakhstan. This had 
many positives and negatives, it was accepted that the implementation of IFRS’s 
would offer better quality and comparability of financial information. However, on the 
other side there was the incapability of IFRS to meet the needs of the users, the 
array of complexities in their requirements and finally the lack of accounting staff all 
of which would most certainly challenge the adoption in developing countries.  
There are many positives to adopt IFRS for developing countries, for example: 
 There is an increased potential for enhancements on the quality of financial 
reports.  
 To increase the understandablility, reliability and comparability of financial 
statement that result in increasing market efficiency in both international and 
domestic markets.  
 There would be a significant reduction in costs associated with preparing 
financial statements (Nobes and Parker, 2006, Ashraf and Ghani, 2005). 
The negatives of harmonising IFRS with developing countries are in relation to the 
implementation of accounting standards that are unrelated to national needs, which 
is also known as “standards overlap” (Choi and Mueller, 1984). This is due to the 
IFRS which exceeds organisational requirements and structure when businesses 
attempt to comply with them. In order to make the correct choice in regards to this 
it is essential that governmental authorities attempt to create an equilibrium 
regarding positives and negatives and evaluate the relevance of the IFRS to 
jurisdiction needs (Tyrrall et al., 2007). 
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Supporters of harmonisation have stated that comparability of such financial 
statements is actually essential in order to sustain capital markets’ globalisation. In 
addition, others indicated that accounting harmonisation would further develop the 
level of quality of accounting practices worldwide and thus in turn would improve the 
reliability of financial information. The other end of the spectrum has seen 
arguments against harmonisation, where it has been stated that the variation found 
throughout the world in terms of taxation and legal system, may require a need to 
have differences in accounting standards (Al-Omari, 2010). 
 
There are a number of issues that play an integral part in creating the regulation 
framework within developing countries. Zeghal and Mhedhbi (2006) in a study 
including 64 developing countries assessed five factors, which were: education 
level, level of economic openness, growth of the economy, cultural aspects and the 
nature of a capital market. They indicated that emerging economies that are 
described as having high literacy levels, a capital market, as well as what is deemed 
as an Anglo-American culture are more likely to have motivation to adopt 
international accounting standards.  
 
There are a number of issues in developing countries for example the limited 
number of professional staff in accounting field, which in turn attracts better 
opportunities in other places, the relying on  cash based accounting systems, 
inadequate management (inability to assess accounts), fraud and the corruption 
within government regarding funds (Halbouni, 2005).  
 
In developing countries there is a limited number of qualified staff, the inability to 
use auditors effectively and a weak accounting system, which makes it highly 
impossible for auditors to examine and analyse. There are notable weaknesses in 
the education system where there are insufficient levels of qualified teaching staff, 
incompatible textbooks and training that may essentially be created for developed 
countries and would not meet the needs of developing countries (Halbouni, 2005).  
 
The adopting accounting standards by SMEs has been a highly debated topic 
throughout the years. However, these debates have mainly concentrated on the 
83 
 
growth and implementation of the international accounting standards by more 
developed countries rather than developing countries (Zeghal and Mhedhbi, 2006). 
It has been highlighted by, Maseko and Manyani (2011)  that more consideration 
needs to be given to nationwide supervisors, enabling them to focus on developing 
accounting guidelines for SMEs whilst also creating training opportunities for 
managers and staff within SMEs. This is essential due to their limited knowledge 
and skills within SME sectors. It is highly likely that developing countries will 
encounter difficulties during the implementation of the standards. However the need 
to create international harmonisation has been a key motivator (Al-Omari, 2010).  
There has been a series of reactions from developing countries in regards to 
adopting a more harmonised accounting system so as to meet the needs of SMEs. 
This has resulted in a number of countries adopting IFRS for SMEs such as Sierra 
Leone, South Africa, Lebanon, Asia and Pacific, and Cambodia. These countries 
have either adopted such standards voluntarily or mandatorily without changes 
apart from Cambodia which has altered the content of a number of topics (Pacter, 
2011b).   
2.19 SMEs in Jordan: 
 
2.19.1 Contribution to the economy 
In Jordan, 98% of the economy is made up of SMEs. However the situation in Jordan 
is very different when compared to the rest of the Middle-East. Many Middle Eastern 
areas have vast amounts of natural resources that they can take advantage of 
unfortunately this is not the case for the Hashemite Kingdom of Jordan. 
 As a consequence, the Jordanian economy has had to concentrate on service 
sectors such as production (i.e. in the pharmaceutical area) and education. Jordan 
has a high number of university graduates and unemployment running at 14% which 
is parallel to the newer states of Germany. (DOS, 2010). Unfortunately the 
government has not implemented any support structures in regards to 
unemployment. Individuals that find themselves in that bracket have to find other 
means to support themselves or have their families support them.  The main 
revenue of such support is to start-up SMEs, which is usually sufficient enough to 
provide income for the business and owners.  
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Even though there is no precise definition of SMEs by authorities like the European 
Commission or IASB in Jordan, they still account for 98% of the total registered 
establishments. According to department statistics they employ approximately 60% 
of the workforce and produce 1/3 of the production, which in turn contributes to just 
less than 50 % of GDP (DOS, 2007). They also generate up to 70% of new job 
opportunities in the economy; and account for 45% of exports.  
The growth of SMEs has been one of the leading strategies for Jordanian economic 
development. As SMEs contribute to output, exports and employment, they are 
regarded with high importance in their economic structure (Lozi, 2008).  
 
2.19.2 Classification of SMEs in Jordan 
 
There are several types of SMEs in Jordan that can be classified based on many 
criteria such as economic sector or legal form. according to the Companies Control 
Department in Jordan, the economic sectors are divided into five categories that 
are: manufacturing; trade; agriculture; constructions; and the service sector 
(Companies Control Department, 2013). 
In terms of legal form, the Companies Control Department classified companies into 
Public Shareholding, Limited Liability, Foreign Operative, Foreign Non-Operative, 
and Sole Proprietorship, General Partnership, Limited Partnership, Limited 
Partnership in Shareholding, Joint Arab, Offshore, Non-Profit, Civil, and Private 
shareholder (Companies Control Department, 2013).  
The number of entities across all sectors and legal forms are shown below in Table 
2.5. This table includes only the companies that have been considered in the scope 
of this study. Some legal forms companies have been excluded from the scope of 
study as explained in the Methodology section (3.13).   
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Table 2.5: numbers of firms according to economic sectors and legal form. 
Economic sectors Legal form Number 
Manufacturing Limited Liability 6620 
General Partnership 16752 
Limited Partnership 2546 
Civil Companies 9 
Private Shareholder 172 
Trade Limited Liability 13746 
General Partnership 53759 
Limited Partnership 9290 
Civil Companies 10 
Private Shareholder 210 
Agriculture Limited Liability 2503 
General Partnership 2056 
Limited Partnership 347 
Civil Companies 24 
Private Shareholder 177 
Construction Limited Liability 1130 
General Partnership 3483 
Limited Partnership 657 
Civil Companies 0 
Private Shareholder 33 
Service Limited Liability 10877 
General Partnership 32374 
Limited Partnership 4775 
Civil Companies 319 
Private Shareholder 385 
Total  162272 
Table (2.5): numbers of firms according to economic sectors and legal form 
(Companies Control Department, 2013).  
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2.19.3 Legal system 
 
Accounting systems are affected by legal systems, whilst countries have been 
deemed as either common law or code law countries (Salter and Doupnik, 1992).  
Common-law countries resolve disputes by preceding judicial resolutions that form 
their laws (Archambault and Archambault, 2003). They are associated with more 
transparent markets. The capital markets are a leading source of finance, which 
involves more need to protect investors. On the contrary, code law countries are 
highly dependent on legal scholars to establish and create their regulations. They 
have smaller capital markets and larger financing through lenders or banks (La 
Porta et al., 1997, La Porta et al., 1998). 
 
Jordon is regarded as being more of a code-law country, as organisational financing 
has been mainly done through banks. Shareholder rights to contribute and vote at 
General meetings was non-existent and there was virtually no ownership 
registration. However recent developments in Jordan’s economic situation has 
resulted in privatisation, which has led the government to establish a framework for 
corporate governance. “Incorporated in the 1997 Company Law and the 2002 
Securities Law its framework focuses on the protection of the rights of shareholders, 
equitable treatment of shareholders and their role in corporate governance, and the 
board of directors' responsibilities” (Al-Akra et al., 2009:174). In addition to this the 
passing of these laws necessitates for the adoption of the IAS/IFRS which will 
further develop the disclosure quality of the listed companies in Jordan. The level of 
accounting standards adopted in Jordan is high (Booth et al., 2001, Aivazian et al., 
2003).  
 
2.19.4 Accounting regime in Jordan  
 
The first Company Law passed in 1964, Law number 12 was governed by the 
Ministry of Industry and Trade (Naser, 1998, Naser and Al-Khatib, 2000). This was 
inaccurately worded and imperfect in terms of scope (Rawashdeh, 2003). The 
Company Law was later revised and replaced with Law number 1 in 1989, which 
required organisations in Jordan to set up annual reports including income 
statements, financial position and some disclosure in addition to enclose auditors’ 
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report in order to guarantee that preparation was according to JAS (Al-Akra et al., 
2009). However, there was no set content for what information needed to be 
disclosed in the financial statements, except for the fact that they had to be in line 
with the GAAP, even though there were no instructions determining what constitutes 
the GAAP (Abu-Nassar and Rutherford, 1996).  
IASB held the accountability of standards set on April 1, 2001 after its predecessor 
the International Accounting Standards Committee (IASC). It was the IASC that had 
to develop and issue International Accounting Standards (IAS) which lasted from 
1973 to 2001. “The IASB did not only develop International Financial Reporting 
Standards (IFRSs) but it also confronted new topics not yet addressed by the IASC 
in addition to adopting the previous set of IAS and either renamed them or 
developed them more in order to give them the new name under a new authority” 
(Al-Omari, 2010:32).  
 
It is important to highlight that Jordan was one of the earliest developing countries 
to implement International Accounting standards (IAS). They adopted them for 
public firms. This was recommended by the Jordanian Association of Certified 
Public Accountants (JACPA) in 1996. It replaced the existing Jordanian Accounting 
Standards (JAS), which were designed and developed by the Government Income 
Tax Department and the Amman Stock Exchange (ASE).  The main reason for 
adopting IAS was that JAS did not provide appropriate guidance to prepare annual 
reports. Adopting IAS by listed companies particularly benefited investors through 
disclosing additional financial information in the annual reports (Rawashdeh, 2003). 
 
 
JACPA does not have the legal influence to force Jordanian firms to adhere to its 
recommendations.  It was the new Company Law 1997 that made it a requirement 
to adopt the IAS for all Jordanian accounting. Moreover, the Securities Commission 
Law (SCL) of 1997 required firms to adopt “international accounting, auditing, and 
performance evaluation standards for all entities falling under the supervision of the 
Security Commission” (SC) (Halbouni, 2005:74).  
 
Prior to 1997, Jordan also did not have an official auditing body, and the growth of 
the accounting practice was entirely ruled by the government (Ministry of Industry 
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and Trade) that incorporated a minor role for the private sector, JACPA. However, 
the absence of enforcement mechanism was evident by not including any punitive 
procedures to ensure the fulfilment of the disclosure requirements.  It is also 
important to note that the accounting system in Jordan was limited to the poor 
recording of transactions, satisfying only the certified procedures of the redundant 
law requirements that had no set shape or substance for financial statements. Just 
like other developing countries Jordan’s accounting system suffered from many 
weaknesses (Al-Akra et al., 2009). 
 
Jordan has created a scheme to implement IFRS and the attempts to apply these 
standards. Jordan has adopted the full set of the IAS/IFRS without any alterations, 
this was integrated in the 1997 Company Law and the 2002 Securities Law that 
prescribed respectively by the Companies Control Department and Jordanian 
Securities Commission (Al-Akra et al., 2009). The government passed laws, 
arrangements with businesses were recognised, and associations were formed to 
ensure compliance with the standards. However, the introduction of IFRS faced 
many obstacles. Some parts of the Jordanian contextual made it to some extent too 
complex to attain complete compliance with the IAS/IFRS. These challenges were 
encountered in other Middle-Eastern countries (Al-Omari, 2010:42).  
 
The current perception from leading international organisations such as the World 
Trade Organization (WTO), the Organization for Economic Development (OECD), 
the IMF and the World Bank is that "measurement and reporting problems faced by 
accountants are the same throughout the world, but it may be naïve at the same 
time to presume that it is reasonable to have one single regulatory framework for 
"all financial reporting needs of all societies" (Rodrigues and Craig, 2007:745).  
 
The adoption of the IAS/IFRS is a significant stage in Jordan's commitment to the 
new Accountancy Profession Law, issued in 2003, which led to the formation of a 
“High Council for Accounting and Auditing” in 2004, which was controlled by the 
Minister of Industry and Trade, and the Jordanian Association of Certified Public 
Accountants (JACPA) (ROSC, 2004). Formerly, JACPA had been linked to the 
Public Auditing Profession Board; the Accountancy Profession Law bestowed new 
authority to JACPA, such as the responsibility to prepare their own regulations, 
corrective powers over its members, and the ability to examine working papers of its 
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members. There are eight members on JACPA’s board of directors as well as the 
president; JACPA is also regarded as being financially and administratively 
independent (ROSC, 2004). JACPA has had an integral responsibility in facilitating 
the adoption of IAS/IFRS, interpreting  these standards and calling for their adoption 
(Al-Akra et al., 2009).  
 
The accounting standards due process seek after the acceptance of accounting 
standards by calling for the comments and discussion from both government and 
the private sectors on the given proposal (Diga, 1996). The start of the due process 
in Jordan begins with the preparation of a draft of proposal by the governmental 
departments such as the Company Controller Department at the Ministry of Industry 
and Trade, and Jordan Securities Commission. The department initiates a few 
informal meeting between stakeholders and department officials. They then develop 
a draft with the department officials being assisted by experts from former 
departments, consultants from both the private, local and foreign sector. The 
drafting procedure is attentive and detailed. A number of consulting organizations 
are hired to assess the issues. The main aim is to create a number of alternative 
solutions for the key decision makers. The analysis includes also comparing the 
situation with other developing countries (Al-Akra et al., 2009). 
 
An initial draft is then presented to the Ministry’s Secretary General, who manages 
the technical aspects within the draft. Afterwards, consultative meetings are 
conducted within the ministry that involve other departments, which did not originally 
engage in the drafting process. The main purpose of these meetings is to generate 
comments or issues that can be taken into consideration. Subsequently, the 
amendments are made and the final draft is submitted to the minister for approval 
(Al-Akra et al., 2009). 
 
After the minister gives authorisation, the outline draft is then presented to the 
Council of Ministers, as well as to the Cabinet. If the Cabinet accepts the proposed 
legislation, the draft is submitted to “the Bureau of Legislation in the Prime Ministry. 
The Bureau is composed of a panel of legal counsels and senior officials with 
experience in legal formulations who put the draft of the legislation into a legal format 
that does not conflict with other existing laws or regulations” (Al-Akra et al., 
2009:183). 
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The cabinet in most cases certainly approves the draft once the Development 
Committee approves the draft. The final transcript of the projected law is then 
presented to the Parliament for consideration and authorisation. Finally, the 
accepted law is given to the King for approval, then the law will be published and 
mandatory (Al-Akra et al., 2009). 
 
Implementation could be accomplished through the usage of “preventative and 
punitive methods”. The implementation of financial disclosures, predominantly 
punitive measures, is fundamentally the responsibility of governmental bodies like 
the Ministry of Industry and Trade by the Company Controller. Nevertheless, the 
current rigid reforms have authorised particular private-sector establishments such 
as the Jordanian Securities Commission JSC (Al-Akra et al., 2009).  
 
There has also been great influence by the Tax Department on accounting practice 
by obligating companies to implement identical accounting policies for both financial 
reporting purposes and tax purposes. For that reason, the point of view of the tax 
authority is continuously essential before approving the proposed accounting 
standards (Al-Akra et al., 2009). In relation to the taxation system in Jordan, 
companies are obligated to attach a copy of their audited annual reports to the tax 
department according to Income Tax Law number 57 from 1985 and its alterations 
in 1989, 1992, 1995, and 2002. Furthermore, the taxation law indicated that all 
deductions should match the sums disclosed in the annual reports (Abu-Nassar and 
Rutherford, 1996). 
 
There are numerous ‘cultural factors’ in Jordan that have predisposed the current 
accounting practices, such as “the general attitude towards accounting, religion, 
language, the degree of secrecy, personal honour, extended family structure, and 
the increasing number of expatriates from other countries. These factors will 
ultimately result into the practicing of the accounting profession practices with some 
compliance variations” (Al-Omari, 2010).  
 
Several international institutions have contributed significantly in creating pressure 
to adopt IAS/IFRS in Jordan such as; “the International Accounting Standards Board 
(IASB),the International Federation of Accountants (IFAC), the International 
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Organization of Securities Commissions (IOSCO), the World Bank, and the 
International Monetary Fund(IMF)” (Al-Akra et al., 2009:178). This resulted in Jordan 
establishing an arrangement with the European Commission (EC), which obligated 
listed companies in Jordan to implement IAS/IFRS (Al-Akra et al., 2009). 
 
There are a number of other factors that may influence a shift in a country’s 
accounting culture for example colonisation. As Jordan’s past was linked to that of 
the British Empire after independence, Jordan continued with monarchy ruling by 
the same family which was appointed by the British during their rule of Jordan. 
These relations prepared the shift of the British model in relation to the training of 
accountants and the establishment of the business (Sale et al., 2007). The 
accounting system in Jordan became extremely influenced by that of the British 
accounting system. This is evident through the recent adoption of IAS/IFRS (Al-Akra 
et al., 2009).  
 
In terms of non-listed companies, both the amended Companies Law (22/1997) and 
Securities Law (23/1997) required the implementation of IASC accounting 
standards, which will promote and fulfil the users’ needs of financial information in 
these companies. The Companies Law also obligates the public shareholding 
businesses, general partnerships, limited partnerships, limited liability companies, 
private shareholding companies, and foreign companies that are currently operating 
in Jordan to publish annual audited financial statements according to international 
financial accounting standards  (Al-Omari, 2010). 
 
This means that all businesses that are regulated under the Companies Law must 
maintain good accounting records and present annual audited financial statements, 
based on "internationally recognized accounting and auditing principles". The 
Companies Law also obligates the auditors to address several issues in their reports  
for example (Al-Omari, 2010): 
 
1. The company keeps suitable accounting records. 
2. All financial statements (profit and loss statement, financial position and cash 
flows statement) are presented according to “internationally recognized 
accounting and auditing principles”. 
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As a result of compliance with the Companies Law that requires all entities operating 
in Jordan prepare annual audited financial statements in accordance with 
'internationally recognized accounting and auditing principles, as well as the 
Jordanian Securities Commission which requires all public companies to follow full 
IFRSs, all companies in Jordan (listed and unlisted) follow IFRSs (Deloitte, 2010b).  
 
However, there is an exception to implementing the prescribed standards under 
article 24, B from the Company Law, which requires its adoption for only those 
companies that registered capital of more than one hundred thousand JD, whereas 
a Public Shareholding Company, Limited Liability Company, Limited Partnership in 
Shareholding, and Private shareholder Company must adopt these standards 
regardless of their registered capital. 
2.20 Theoretical lens for this study 
 
In order to identify the theoretical lens and the position of this study in the literature, 
Figure 2.2 depict the main variables covered in this study, which show the 
framework of this study. Followed by Table 2.6 that include the references to a 
theoretical lens for each variable. Finally the gap in the literature is specified.         
  
Figure 2.2: The study framework 
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Table 2.6: Theoretical lens of the study. 
Variable  
Objective 
number  in 
this study  
Covered by other studies    
Need for standards rather than 
full IFRS (problems caused by 
full IFRS) 
Two  
(Siam and Al-Daass, 2011; 
Gray et al., 1997; Trulsson, 
1997; Okpara and 
Kabongo,2009; Minh Le, 
2012; Tushabomwe-
Kazooba, 2006; Lussier, 
1996, Mahadea, 1996; 
Coskun and Altunisk, 2002; 
Collis et al., 2004; Ozer and 
Yamak, 2000; Dincer, 1996; 
Arrunada, 2008; Maseko and 
Manyani, 2011; Sian and 
Roberts, 2009; Haller and 
Eirle, 2008; Fearnley and 
Hines, 2007; Soderstrom and 
Sun, 2007; Harvey and 
Walton, 1996; Nerudova and 
Bohusova, 2008; 
Jermakowicz and Epstein, 
2010; Sian and 
Roberts,2009; Taylor, 2009; 
Rennie and Senkow, 2009; 
Müllerova et al., 2010; 
Bohusova and Nerudova, 
2007; Aboagye-Otchere and 
Agbeibor, 2012; Eierle and 
Haller, 2009). 
Willingness to adopt IFRS for 
SMEs and agreement 
Four  
This variable has been 
investigated previously by the 
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regarding the general 
concepts of IFRS for SMEs  
IASB within the Preliminary 
Views in 2004, the staff 
questionnaire in 2005 
And the discussion paper in 
2007, in addition, they were 
examined or indicated by 
some academic studies also 
such as (Koumanakos and 
Alexandrou, 2012; Ploybut, 
2012; Evans et al., 2005; 
Quagli and Paoloni, 2012). 
 
Appropriateness 
of topics 
covered by IFRS 
for SMEs 
Economic 
sector 
Three and 
seven  
The association between 
economic sectors and the 
suitability of some accounting 
topics under IFRS for SMEs 
has been examined by 
(Aboagye-Otchere and 
Agbeibor, 2012). 
Legal form 
Three and 
seven 
The association between 
legal forms and the suitability 
of some accounting topics 
under IFRS for SMEs has 
been examined by (Aboagye-
Otchere and Agbeibor, 2012). 
     Size                 
Three and 
seven 
The association between size 
and the suitability of some 
accounting topics under IFRS 
for SMEs has been examined 
by (Aboagye-Otchere and 
Agbeibor, 2012; Eierle and 
Haller, 2009; Shearer, 2007; 
Quagli and Paoloni, 2012; 
Dang-Duc, 2011). 
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Management 
structure  
Three and 
seven 
The relationship between 
management structure and 
the suitability of some 
accounting topics under IFRS 
for SMEs has been examined 
by (Aboagye-Otchere and 
Agbeibor, 2012) and (Eierle 
and Haller, 2009). 
Omitted topics from the 
content of IFRS for SMEs 
Three and 
seven  
(Christie and Brozovsky, 
2010; McQuaid, 2009; 
Deloitte, 2009, Mackenzie et 
al., 2011; PWC, 2009; 
KPMG, 2010; Ernst & Young, 
2010; Vasek, 2011; Deloitte, 
2010; Patrec, 2008; 
Jermakowicz and Epstein, 
2010, Veronica and Ionel, 
2010, Christie et al., 2010, 
IASB, 2009). 
Expectations from applying 
the IFRS for SMEs  
Five  
Some of these expectations 
have been investigated or 
highlighted by several studies 
such as (Siam and Al-Daass, 
2011; Dang-Duc, 2011; 
Müllerova et al., 2010; Al-
Sbatti and Abdul-Salaam, 
2008; Siam, 2005; Elena et 
al., 2009). 
Obstacles that may impede 
the effective application of 
IFSR for SMEs  
Six  
Several studies that 
underlined these obstacles 
when designing the questions 
for this dimension like 
(Strouhal et al., 2010; Albu et 
al., 2010; Matar and Noor, 
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2008; Atteyah, 2008; 
Alavvnah, 2008; Dang-Duc, 
2011; Okpara and Kabongo) 
2009; Siam, 2005; Alexander 
and Servalh, 2009; Siam and 
Al-Daass, 2011). 
Suitability and applicability of 
IFRS for SMEs in General that 
either include at least one of 
the above variable or include 
other variables.  
None  
(Vasek, 2011; Nguyen, 2010, 
Kılıç et al., 2014; Lozada 
Rivera, 2015; Toma, 2011; 
European Commission, 
2009a; European 
Commission, 2010; Quagli 
and Paoloni, 2012; Eierle and 
Haller, 2009; Göransson, 
2008; Kaya and Koch, 2015; 
Alver et al., 2014; Christie 
and Brozovsky, 2010; 
Deloitte, 2009b; Feleagă et 
al. , 2008; Veronica and 
Ionel , 2010; Albu et al. , 
2010; Strouhal, 2012; 
Ploybut, 2012; Hasan et al., 
2014; Lozada Rivera and 
Ríos Figueroa, 2014; 
Stainbank, 2010; Aboagye-
Otchere and Agbeibor, 2012; 
Stephena and Dickson, 2010; 
Dang-Duc, 2011; Wyk and 
Rossouw, 2009; Albu et al., 
2013) 
 
Regarding the gap in the literature, to the best of the researcher’s knowledge, 
research on the suitability of IFRS for SMEs is very limited and a study on assessing 
their relevance, importance and challenges from preparers’ viewpoints is much 
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needed particularly in emerging economies. Moreover, it is still significant be 
researched in the Jordanian and Middle Eastern context.  
In addition, previous studies dealing with the suitability of IFRS for SMEs have a 
specific nature pertaining to the study context as they examine the suitability of IFRS 
for SMEs in the light of the applied accounting systems that vary across jurisdictions. 
Moreover, these studies would face some limitations, and criticism that must be 
overcome. For instance, Vasek (2011) investigates the suitability of IFRS for SMEs 
in numerous countries without giving any consideration to the various accounting 
regimes applied in those countries. The European Commission questionnaire was 
suitable for European countries although the number of SMEs financial statements 
users was very limited compared to preparers and auditors, while the main purpose 
of IFRS for SMEs is to tailor the need of SMEs financial statements users and the 
number of respondents were different among countries with significant domination 
in weight by Germany. Additionally, Quagli and Paoloni (2012) criticise the 
European Commission questionnaire in ignoring the direct expression of the 
preference to apply IFRS for SMEs. 
Eierle and Haller (2009), examined the suitability of IFRS for SMEs in the form of 
ED instead of the last issue of IFRS for SMEs. Consequently, for the same reason, 
research conducted by Wyk and Rossouw (2009) and Stainbank (2010) could be 
criticised.  
Regarding the study carried out in U.S by Christie and Brozovsky (2010) and 
Deloitte (2009b), these studies have a specific nature as they  examined the 
suitability of IFRS for SMEs within the private companies that apply U.S GAAP.  In 
the same fashion, the studies conducted in Romania by Veronica and Ionel (2010) 
and Albu et al. (2010) analyse the prospective advantages and disadvantages of 
implementing IFRS for SMEs by comparing it with the applied accounting standards 
in Romania (OMFP 1752). 
In fact, Jordanian company law requires all registered companies either listed or 
unlisted to submit an audited report in accordance with IFRSs except the micro 
companies whose capital is less than one hundred thousand Dinars as stated by 
Article 24 (b) in the Company Law (Ministry of Industry and Trade, 2005, Deloitte, 
2010c, Deloitte, 2010b). Therefore, the investigation of the applicability of IFRS for 
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SMEs will be worthwhile undertaking especially with the absence of previous studies 
on the same topic being performed in the context of Jordan. In addition to that, this 
study will overcome the limitations identified in the previous studies and examine 
the suitability of IFRS for SMEs in the light of full IFRS.  
Moreover, this study unlike the other studies investigate the relevance of topics 
within the content of IFRS for SMEs to Jordanian context and then evaluate the 
suitability of those relevant topics to SMEs in Jordan by taking also the effects of 
firms’ characteristics on the suitability of those topics that have not been covered by 
other studies.      
The study will present the findings which determine whether the adoption of IFRS 
for SMEs will mitigate the problems facing SMEs as well as the appropriate 
mechanism for adoption and the action to be taken to boost the effective 
implementation. Moreover, this study will enable further research in Jordan and 
other developing countries to investigate the relevance and applicability of IFRS for 
SMEs. 
2.21 Summary  
The literature review chapter has covered the conceptual framework for financial 
reporting with a focus on SMEs’ needs as well as the costs and benefits of these 
financial reporting to SMEs. 
Obviously, SMEs are significant to the economy of countries, including Jordan. The 
SME sector compromises the majority of all companies and contributes substantially 
in the development of the economy. Many jurisdictions, including Jordan attempts 
to enhance SMEs. Reducing the complexity of financial standards and making them 
more relevant for SMEs is a vital part of this plan. Yet, the absence of clear definition 
across countries is manifest. 
The literature has presented the concepts constitutes the decision usefulness and 
stewardship functions as the main objectives of financial reports. There are several 
problems in some contexts facing SMEs in terms of the use and preparation of 
financial reports. The extent to which users of SMEs use the financial statements is 
varied across groups whereas their needs significantly differ from those of listed 
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firms. The literature was relatively limited, and pertained mainly to: management, 
government authorities and banks.  
Regarding the IFRS for SMEs, although there are several factors which could 
impede the effective application of these standards as highlighted in the literature, 
these standards might contribute positively in enhancing the accounting practice 
and mitigate the problems that face SMEs, because it may propose simpler options 
than the full IFRS as indicated in the comparisons made between the two set of 
standards. The next chapter presents the methodology and methods adopted in this 
study alongside the rationale behind using them. 
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Chapter 3 : Research Methodology and 
Methods. 
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3.1 Introduction: 
 
The main purpose of this chapter is to discuss the research design as well as the 
methods adopted to answer the research questions, to obtain and analyse the 
results of the current study. 
Generally, this chapter will start with the research aim followed by a discussion of 
the various methodology concepts in order to frame the ontological and 
epistemological choices that underpinned the methods adopted in this research. 
The next section will outline the research objectives and questions. Subsequently, 
describing the approaches, methods and instruments used, this involves including 
the rationale for adopting each one, the process of developing these instruments, 
sample characteristics, and administering the instrument of data collected. Finally, 
the statistical tests utilised to analyse the data are explained followed by reliability 
and validity statistical test, namely Cronbach Alpha and Factor Analysis. 
3.2 Aim of the investigation: 
This study aims to investigate the suitability of IFRS for SMEs in Jordan. It will also 
analyse the current problems and the challenges faced by Jordanian SMEs in the 
light of applying IFRS. Furthermore, the expected benefits from applying IFRS for 
SMEs will be assessed.  
Investigating the suitability of IFRS for SMEs is deemed a worthwhile undertaking, 
given that the IFRS is already in place and thus forms a real alternative. Hence, the 
purpose is to conduct an empirical examination of the perceptions of existing 
prepares of SMEs’ accounting information regarding the possibility of implementing 
the IFRS for SMEs, and whether similar or different views emerge on the level of 
importance of the IFRSs for SMEs. 
3.4 Philosophical Assumptions and Research Methodology. 
 
Saunders et al. (2009) point out that establishing a robust research design is vital 
for the purpose of increasing the credibility of the obtained results, and selecting the 
proper research philosophy that enhances the analytical process of the idea 
pertaining to the research topic. 
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The central debates amongst researchers are associated with the matters of two 
assumptions that are: ontology and epistemology (Easterby-Smith et al., 2012). 
“Ontology concerned with the nature of realities” (Saunders et al., 2009:110), while 
epistemology “concerns what constitutes acceptable knowledge in a field of study” 
(Saunders et al., 2009:112). Other assumptions also have been discussed by 
several researchers like (Easterby-Smith et al., 2012, Saunders et al., 2009, Collis 
and Hussey, 2003), these assumptions also include methodology that is attributed 
to the research process reflecting the techniques utilised to inquire, and axiology 
that pertains to the view of the researcher with respect to the role of value.  
The ontology included two aspects that are: objectivism and subjectivism (Saunders 
et al., 2009). Objectivism reflect that the social entities are positioned externally from 
the social actors while the reality of social phenomena under the subjectivism is 
created by the perceptions and actions of the social actors as the reality exists in 
individuals’ consciousness  (Saunders et al., 2009).  More precisely, Easterby-Smith 
et al. (2012) divided the ontology into four categories as presented in table (3.2).  
Table 3.1: Four different ontology 
Ontology Realism Internal 
Realism 
Relativism Nominalism 
Truth  
Single truth.  Truth exists, 
but is obscure.  
There are 
many truths.  
There is no 
truth.  
Fact 
Facts exist 
and can be 
revealed. 
Facts are 
concrete, but 
cannot be 
accessed 
directly. 
Facts depend 
on viewpoint 
of observer. 
Facts are all 
human 
creation. 
  Source: adopted from (Easterby-Smith et al., 2012:19)  
Burrell and Morgan (1979) correlate the two division mentioned by (Saunders et al., 
2009) and  (Easterby-Smith et al., 2012), the objectivism is associated with realism 
while the subjectivism is associated with nominalism. Accordingly, figure (3.1) 
shows the relationship between the two classifications. 
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Figure 3.1: Ontology classification. 
 
  Realism     Internal Realism                   Relativism        Nominalism 
    
          + Objectivist -                                                     - Subjectivist + 
 
Regarding the epistemology, the nature of knowledge in the social science research 
can be established by relying on either positivism or social constructionism position 
(Easterby-Smith et al., 2012). To avoid confusion, researchers have similar 
explanations for both positions, but the terminology used is varied especially for the 
social constructionism position, which can be also be anti-positivism, interpretivism, 
and phenomenology (Collis and Hussey, 2003, Burrell and Morgan, 1979, Saunders 
et al., 2009). Moreover, some of these researchers like (Easterby-Smith et al., 2012, 
Collis and Hussey, 2003) subdivided each position into many positions. For 
instance,  Easterby-Smith et al. (2012) considered the research’s epistemology 
assumption to vary in terms of philosophy from strong positivism, positivism, 
constructionism,  or strong  constructionism.          
A positivist philosophy  that is objectivist claims that knowledge could only result 
from observation, as the researchers intend to clarify and forecast what occurred 
within the social world by "searching for regularities and casual relationships 
between the events being investigated” (Burrell and Morgan, 1979:5), which is 
typically performed by developing as well as testing hypotheses (Burrell and 
Morgan, 1979). 
The anti-positivism that is subjectivist contends that knowledge can only be obtained 
by relying on personal experience (Burrell and Morgan, 1979). It contradicts the 
concept of observers’ independence as well as the idea that social science could 
"create objective knowledge of any kind"  because a researcher "can only 
understand by occupying the frame of reference of the participant in action" (Burrell 
and Morgan, 1979:5). To express it differently, individuals have to "understand from 
the inside rather than the outside" (Burrell and Morgan, 1979:5). 
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In this context, Collis and Hussey (2003) summarised the main feathers of both 
epistemology positions as presented in table (3.2). 
Table 3.2: Features of the main two epistemology positions. 
Positivistic  Phenomenological  
Tends to produce quantitative data Tends to produce qualitative data 
Use large sample Use small sample 
Concerned with hypothesis testing Concerned with generating theories 
Data is highly specific and precise Data is rich and subjective 
The location is artificial The location is natural 
Reliability is high Reliability is low 
Validity is low Validity is high 
Generalise from sample to 
population 
Generalise from setting to another 
Source: adopted from (Collis and Hussey, 2003:55).   
Axiology reflects the position whether the views of researcher in terms of the value’s 
role is free or laden (Saunders et al., 2009). If the research is value-free, the 
research would be more positivist where “the researcher is independent of data and 
maintains an objective stance” (Saunders et al., 2009:119). This is associated with 
quantitative methods (Collis and Hussey, 2003, Creswell, 1994). On the other hand, 
if the values are laden, the researcher will be biased by the view of the world 
(Creswell, 1994, Collis and Hussey, 2003). The researcher is not independent and 
more interpretivist and holds a subjective stance due to the fact that the research is 
value bound (Saunders et al., 2009).  
Methodology indicates how the knowledge pertaining to the world has been 
acquired as well as how the whole research process has been conducted (Burrell 
and Morgan, 1979). It reflects the mission that must be accomplished in order to 
inspect the methods, so as to provide knowledge regarding the world in addition to 
rationalisation behind the choice of particular methods among others (Burrell and 
Morgan, 1979, Creswell, 1994). This includes approaches, research strategies, 
context, purpose, reliability and validity (Collis and Hussey, 2003, Creswell, 1994).  
In order to combine the aforementioned assumptions for the purpose of determining 
the position of research in these assumptions, some authors divided them into 
paradigms as presented in the tables below. 
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Table 3.3: Assumptions of the two main paradigms. 
Assumption Question Objectivism  Subjectivism  
Ontological 
What is the 
nature of reality? 
Reality is 
objective and 
singular, apart 
from researcher. 
Reality is 
subjective and 
multiple as seen 
by participants in 
a study. 
Epistemological   
What is the 
relationship of the 
researcher to that 
researched? 
Researcher is 
independent from 
that being 
researched.  
Researcher 
interacts with that 
being researched. 
Axiological  
What is the role of 
values?  
Value-free and 
unbiased.  
Value-laden and 
biased.  
Rhetorical  
What is the 
language of 
research?  
Formal based on 
set definitions.  
Informal  
Evolving decision. 
Impersonal voice 
use of accepted 
quantitative 
words. 
Personal voice, 
use of accepted 
qualitative words.   
Methodological  
What is the 
process of 
research? 
Deductive 
process.  
Inductive process. 
Case and effect. 
Mutual 
simultaneous 
shaping of factors. 
Static design-
categories 
isolated before 
study.   
Emerging design- 
categories 
identified during 
research process.  
Context-free Context-bound 
Generalisations 
leading to 
prediction, 
explanation and 
understanding. 
Pattern, theories 
developed for 
understanding.  
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Accurate and 
reliable through 
validity and 
reliability.  
Accurate and 
reliable trough 
verification.  
  Source: adopted from (Creswell, 1994:5) 
Another explanation for these assumptions and how correlate with each other by 
(Easterby-Smith et al., 2012), as shown in table (3.4). 
Table 3.4: methodological implications of different epistemology.   
Ontology  
Realism 
Internal 
Realism 
Relativism Nominalism 
          
Epistemology 
 
 
  
 
 
Methodology  
Strong 
Positivism 
Positivism Constructivism 
Strong 
Constructivism 
Aims Discovery Exposure Convergence Invention 
Starting point 
Hypothese
s 
Propositions Questions Critique 
Design Experiment 
Large 
survey; multi 
cases 
Cases and 
survey 
Engagement 
and reflexivity 
Data type 
Number 
and facts 
Number and 
words 
Number and 
words 
Discourse and 
experiences 
Analysis/ 
interpretation 
Verification
s/ 
falsification 
Correlation 
and 
regression 
Triangulation 
and 
comparison 
Sense-making; 
understanding 
Outcomes 
Confirmatio
n of 
theories 
Theory 
testing and 
generation 
Theory 
generation 
New insights 
and actions 
Source: adopted from (Easterby-Smith et al., 2012:25) 
Alternatively, Burrell and Morgan (1979) suggest that these paradigms are linked to 
the nature of society in terms of objectivism and subjectivism. There are two types 
of a range curve advanced in terms of assumptions pertaining to the way in 
structuring that are: regulation and radical change sociology. The former pursues to 
deliver explanations regarding the way of which society is held together, It principally 
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stresses the "need for regulation in human affairs" and tends to "explain why society 
tends to hold together rather than fall apart" (Burrell and Morgan, 1979:17). 
On the contrary, radical change sociology leans towards explaining the manners of 
control as well as conflict that describes the society based on those who enhance 
this view, it is anxious with looking for liberation from the "structures which limit and 
stunt... [The] potential for development" (Burrell and Morgan, 1979:17). 
In other words, the regulatory perspective attempts to explain how the organisational 
aspects are regulated and provide proposals regarding how these aspects can be 
improved within the framework of what have been achieved to those aspects till 
present. While the radical change approach tends to overturn the status quo of the 
existed aspects to solve the organisational problem without referring to what has 
been done in present (Burrell and Morgan, 1979, Saunders et al., 2009).  
To simplify the decision regarding assumptions pertaining to the nature of science 
and society, Burrell and Morgan (1979) produced a matrix table to clarify the 
epistemology and ontology in the light of the nature of society that is either radical 
change or regulation. This matrix as illustrated in table (3.5) emerged four different 
paradigms. Whereas subjectivist and objectivist refer to the ontology that is 
respectively either nominalism or realism while respectively related to epistemology 
that are either interpertism or positivism.      
Table 3.5: Four paradigms for the analysis of social theory. 
 Radical change 
O
b
je
c
tiv
is
t S
u
b
je
c
ti
v
is
t Radical humanist 
Radical 
structuralist 
Interpretive Functionalist 
  
Regulation 
 
Source: adopted from (Burrell and Morgan, 1979:5) 
108 
 
 
According to the matrix above, Radical humanists are located within radical change 
and subjectivism. Radical stracturalists are situated within radical change and 
objectivism. Interpretive paradigm sited in subjectivism and regulation while 
functionalists are within objectivism and the regulation.  
3.5 Research objective and the choice of research philosophy. 
 
The key objective of the current study is to investigate the suitability of IFRS for 
SMEs in Jordan. More explicitly, this study assesses the appropriateness of several 
accounting topics within the content of IFRS for SMEs that are applicable in the 
Jordanian context, in addition to identify the expectation and obstacles pertaining to 
these standards. This is accomplished through an investigation of the suitability of 
these topics compared to those under full IFRS, which are the current applied 
Standards. Moreover, it also covers the problems facing SMEs in the light of the 
applied standards. This investigation is conducted by pursuing the perceptions of 
preparers and auditors obtained through data via questionnaire. In addition, the 
researcher conducted some interviews that were mainly for the purpose of 
developing the questionnaire instrument. 
The researcher’s philosophical viewpoint is discussed based on the objective and 
by referring to several authors to provide several alternative paradigms. Regarding 
the nature of reality, the researcher presumes that the social entities are positioned 
in reality externally from the social actors. Hence, a realism standpoint is assumed 
regarding the ontology spectrum when considering the points of views of both 
(Burrell and Morgan, 1979) and (Saunders et al., 2009). When taking the views of 
(Creswell, 1994) and (Collis and Hussy, 2003) the reality is objectivist due to 
adopting a quantitative questionnaire. By referring to (Easterby-Smith et al., 2012), 
the ontology spectrum is located in internal realism as this study used a large sample 
of “inferential survey” (Easterby-Smith et al., 2012: 43), in addition to adopt 
“handmaid” design for collecting data (Easterby-Smith et al., 2012: 61), which 
considered the questionnaire survey as dominant while the interviews are mainly to 
assist the researcher in designing and developing the questionnaire for the purpose 
of gathering verified reliable data. Therefore, by referring to table (3.4) the ontology 
position is internal realism due to mentioned reason as well as that the purpose of 
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research is to expose reality by testing theories rather than confirming or generating 
theory. 
The ontological and epistemological assumptions is completely attached to each 
other as a one unit. thus, a positivist paradigm that is objectivist is adopted as the 
knowledge about the suitability of IFRS for SMEs could only result from observation, 
as the researcher intends to clarify and forecast what occurred within the social 
world that referred to the knowledge pertaining to the current applied full IFRS and 
make a prediction regarding the possible impacts resulting from IFRS for SMEs. 
Thus, positivism is the paradigm adopted for this study (Burrell and Morgan, 1979). 
From different angle that resulted from linking these assumptions to methodology, 
this study tends to produce quantitative data by using a large sample via inferential 
survey and aims to test theories, which makes the position of this study to be 
positivism according to (Collis and Hussy, 2003) and (Easterby-Smith et al., 2012). 
Moreover, Creswell, (1994) considered these types of study that relies upon 
quantitative methods to be positivist as the researcher is considered independent 
from what is being researched.  
In considering the nature of society in the light of both ontology and epistemology 
for this study, following the recommendation by Burrell and Morgan (1979), the 
proposed research is mainly located in the functionalist paradigm, which assumes 
the system status quo as given and seeks to investigate the effect of the system on 
its actors and provides suggestions for the purpose of improving the affairs to what 
have been done in present, which make the nature of society as regulation and not 
radical change   (Burrell and Morgan, 1979, Saunders et al., 2009). The objectivism 
that is attached to positivism are associated with quantitative research to formulate 
social science theories, including accounting. The implication for this study 
regarding this matter is obvious as the current study intends to inspect the current 
situation by highlighting the problems pertaining to applying the full IFRS and 
providing suggestions to improve the current accounting practice by investigation of 
the suitability of IFRS for SMEs, which could contribute in solving or mitigating the 
mentioned problems if it has been adopted or at least producing recommendations 
to what suits companies compared to full IFRS. 
In terms of Axiological, this research is value-free and the researcher was 
independent from what is being researched, the research would be more positivist 
where “the researcher is independent of data and maintains an objective stance” 
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(Saunders et al., 2009, Creswell, 1994). By referring to (Creswell, 1994), the 
Rhetorical in this study was more positivist and objectivist as quantitative method is 
adopted that utilise formal language based on set definitions, whereas the 
impersonal voice is displayed to use appropriate quantitative words. The 
methodology assumption will be covered in detail in the next sections as they are 
associated with research processes. 
3.6 Research approach. 
 
As Mouton (2008) points out, generalisation of theory can be undertaken following 
the systematic study of responses gathered using a quantitative method. Data that 
are quantitative can be considered as either numerical or categorical data; research 
involving the former concerning the analysis of numbers, and research relating to 
the latter involving clustering into descriptive data and ranking within particular forms 
or orders (Saunders et al., 2009). The quantitative technique utilised by the 
researcher in this study, however, will involve both numerical and categorical data 
as the attribute types will be measured and given scores. The research will, 
therefore, lean to take an approach that is deductive as it will involve theory testing, 
rather than an inductive approach that involves the building up of theory (Saunders 
et al, 2009). In general, deduction involves moving from theory to data, with 
explanation of the relationships that may exist amongst different variables, or it may 
involve data generalisation with the researcher independent of the phenomena that 
are under study (Saunders et al, 2009). Induction, on the other hand, has an 
orientation that is more towards research where greater understanding is required, 
with the researcher part of the process of the research in grounding or generating a 
theory (Saunders et al, 2009). As there are already a sufficient number of theories 
within the field of study in question, rather than the generation of further theories, 
there is more need to undertake more testing.  
This is also confirmed by (Creswell, 1994) who deemed that the deductive approach 
is applicable to the quantitative study that is associated with positivist assumption. 
However, the researcher conducted several interviews in order to gain an 
understanding of the relevance of some accounting topics to SMEs in Jordanian 
context in order to assist the researcher in developing the questionnaire, which 
referred to using the handmaid design for collecting data as described by (Easterby-
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Smith et al., 2012). Thus, using questionnaire alongside interviews in this study is 
not deemed as combination of the two approaches due to use the handmaid 
strategy. Using the deductive approach that is highly structured  necessitates 
collecting a large sample of cases to generalise conclusion, “researcher 
independent from what is being researched”, and ensuring validity of data 
(Saunders et al, 2009).    
3.7 Research design.  
 
In this section two layers: research strategies and time horizons will be covered as 
a process pertaining to methodology. Those layers are considered as concentrating 
on the procedure of research design that is converting the research objectives or 
questions into a research project (Robson, 2002). Saunders et al. (2009) point out 
that the research question is influenced by both philosophy and approach, this 
research question is consequently update the selection of research strategy, data 
collection techniques as well as analysis processes, and then the time horizon.  
 
The research design reflects the overall plan regarding the way of answering the 
research question (Saunders et al., 2009). It covers clear aims, resulting from the 
research question, determines the sources used to collect data, and deliberates the 
limitations that are inevitably faced. For instance, access, time, location and cost in 
addition to cover ethical matters (Saunders et al., 2009). As a starting point, the 
research purpose must be identified so as to find a suitable research strategy for 
answering the research question. In this study, the research purpose is deemed as 
exploratory and descriptive. It is exploratory because the researcher attempts to 
obtain new insights regarding the relevance and suitability of several accounting 
topics to Jordanian SMEs whereas the researcher carries out a search of literature 
as well as conducting interviews with auditors who are experts in this field. On the 
other hand, it is deemed also as descriptive because this study is concerned with 
“to portray an accurate profile of persons, events or situation”  (Robson, 2002:59). 
As descriptive study, it is an extension in some objective to explanatory research. 
Whereas the objectives presumed a relationship between categorical and numerical 
variable, which makes this study is viewed as Descripto-explanatory study 
(Saunders et al., 2009).  
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A questionnaire survey strategy, which are strongly linked to deductive approach 
has been mainly adopted in this study as it the most common strategy is being used 
for both exploratory and descriptive studies. By using this strategy the results would 
be possibly generalised if the sampling was used, especially where the appropriate 
sampling technique was utilised that significantly ensures making the sample as 
representative as possible to the entire population (Saunders et al., 2009).  
 
The inferential survey design was adopted as it is aimed to constitute a relationship 
between variables that are in this study categorical and continuous variables. 
“Inferential surveys generally assume an internal realist ontology, although 
epistemology they involve a weaker form of positivism than experiment” (Easterby-
Smith et al., 2012:43).  
 
In addition, as the researcher also relied relatively during the early stage of research 
on inductive approach by using interviews to specify the relevance and suitability 
accounting topics to SMEs in Jordan, so that the researcher can clearly develop the 
questionnaire. Thus, a handmaid design that pertains to the methods used to collect 
the data has been adopted. The handmaid design is considered as one type of 
mixed method whereas “qualitative pilot study based on interviews or direct 
observations, which is used to develop, and maybe test, the items for the main 
study, which involves a questionnaire survey”, it is obvious that the questionnaire is 
dominant and the interview is only for helping researcher to develop the 
questionnaire (Easterby-Smith et al., 2012:43). 
 
Regarding the time horizon, this study is considered as cross-sectional study as it 
is using the questionnaire survey to investigate the suitability of IFRS for SMEs at a 
particular time that corresponds to the period of this study and more precisely the 
period in which the data were collected. The cross-sectional study enables the 
researcher to collect data from different groups of people and companies at the 
same time (Collis and Hussy, 2003).  
 
In order to link the methods used to collect and analyse the data of the research 
objectives, the aim of investigation and research objectives are highlighted in next 
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two sections followed by deeper explanation about the methods used in this study 
alongside their association with each objective.    
3.8 Research objectives: 
 
1. To identify the main SMEs’ financial accounting information users.  
2. To identify the problems facing SMEs in Jordan regarding the preparation 
and use of financial information. 
3. To assess the relevance of some accounting topics within the content of IFRS 
for SMEs to Jordanian context based on auditors’ views. Moreover, to 
evaluate the perceptions of financial managers and auditors regarding the 
suitability of those relevant topics within the content of IFRS for SMEs based 
on their differences from the Full IFRS (omitted topics, measurement, 
recognition, presentation, and disclosure). 
4. To empirically examine the perceptions of SMEs’ accounting information 
preparers regarding the general concepts of the IFRS for SMEs as well as 
their willingness to adopt the IFRS for SMEs. 
5. To determine whether the IFRS for SMEs can influence positively or 
negatively SMEs’ accounting practices. 
6. To identify the obstacles that may impede the effective application of the 
IFRS for SMEs. 
7. To identify the differences and similarities of perceptions based on size, 
ownership structures, legal form, and economic sector with respect to 
Objective 3.  
3.9 Research methods: 
 
In the current study, the mixed methods through handmaid design was selected. 
Both quantitative and qualitative data were gathered respectively by questionnaires 
and semi-structured interviews, analysed independently and finally have been 
incorporated within the interpretation stage. These methods are generally attributed 
to other research dimensions as shown in table (3.6) whereas the left side 
dimension is generally associated with each other and vice versus. The position of 
my study is mainly located in the left side and down lined.   
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Table 3.6: The association amongst different research dimensions. 
Left side Research dimension Right side 
Objectivism, realism, or 
internal realism. 
Ontology 
Subjectivism, relativism, 
or nominalism 
Strong positivism, or 
positivism 
Epistemology 
Strong constructionism, 
constructionism, Anti-
Positivism, or 
interpretivism 
Value-free and 
researcher is 
independent. 
Axiology 
Not value-free and 
researcher is not 
independent. 
Formal and impersonal 
voice 
Rhetoric 
Informal and personal 
voice 
Functionalist 
Paradigm if the nature of 
society was regulated 
Interpretive 
Radical structuralist 
Paradigm if the nature of 
society was radical 
change 
Radical humanist 
Deductive Approach 
Inductive at the early 
stage 
Experiment, survey, or 
case study. 
Strategy 
Action research, 
grounded theory, 
ethnography, archival 
research, or case study. 
Quantitative Method Qualitative 
Structured interview, 
structured questionnaire 
survey, structured 
observation. 
Instrument for data 
collection. 
Semi-structured 
interview, open 
questionnaire, 
unstructured observation. 
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Quantitatively through 
statistical test. 
Analysis 
Qualitatively through 
content analysis. 
Source: Developed by present researcher.  
   
Before discussing the rationale of adopting both quantitative questionnaire and 
semi-structured interview in this study, it might be beneficial to show what method/s 
has been selected to achieve each objective as illustrated in table (3.7). Taking into 
consideration that objective seven is treated alongside objective three.  
 
Table 3.7: How the objectives were approached throughout research stages. 
Phase 
 
Objective 
one 
Objective 
two 
Objective 
three 
Objective 
four 
Objective 
five 
Objective 
six 
 Q
u
a
li
ta
ti
v
e
 d
a
ta
 
Not 
applicable 
Not 
applicable 
Semi-
structured 
interviews. 
Not 
applicable 
Not 
applicable 
Not 
applicable 
Analysis of interview to develop questionnaire 
C
o
ll
e
c
ti
n
g
 
q
u
a
n
ti
ta
ti
v
e
 
d
a
ta
 
                                         questionnaire 
A
n
a
ly
s
is
 
                                      Statistical analysis  
 
The research design and processes that followed the philosophical underpinning 
that is positivist are depicted in Figure 3.1.  
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Figure 3.1Conceptual diagram for research design.  
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3.10 Semi-structured interview: 
 
The rationale for using interviews is to adopt handmaid design for objective three 
only in order to enable the researcher to develop the questionnaire as the 
researcher investigate the suitability of accounting topics in the IFRS for SMEs after 
comparing them with the full IFRS. Due to the unawareness of participants in the 
content of IFRS for SMEs, the researcher identified the differences between IFRS 
for SMEs and full IFRS by referring to several professional firms such as KPMG, 
Deloitte, Ernst and Young, and PWC as well as another book like (Mackenzie et al., 
2011), and then conducted qualitative semi-structured interviews with auditors to 
specify which of the topics regarding the differences are applicable and relevant to 
SMEs in Jordan. By performing the steps the researcher can reasonably guarantee 
that only the relevant topics to Jordanian SMEs have been included in the 
questionnaire and the respondents will understand the questions regarding these 
topics as the questions about these topics will be in light of their differences to the 
full IFRS, which are the current applied standards in Jordan.  
 
In addition the suitability of these topics to SMEs in Jordan, questions will be asked 
of respondents so as to obtain deeper understanding by determining the pros and 
cons of each topic in comparison to full IFRS. 
  
Ten interviews were undertaken with external auditors. The reason for selecting only 
the auditor group is that this group has a broader view regarding the accounting 
topics compared to managers as the auditors deal with these topics for all types of 
entities whilst managers deal only with the topics that are relevant to their entities, 
whereas the likelihood of non-occurrence of some of these topics in some entities 
is considerable.  
 
A purposive sample technique was implemented that gives the researcher the 
option to judge what the suitable number of responses is. In approaching the 
respondents, numerous methods were used for the purpose of contacting target 
interviewees. For instance, telephone calls, postal or email request letters.  
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Getting access to the targeted respondents was relatively difficult and time-
consuming in comparison to what was expected.  
 
All interviews were directed face-to-face. The interview commenced with the study 
aim alongside informing them that confidentiality and anonymity are guaranteed. 
The interviews were undertaken in Arabic language and diverse in length, ranging 
from 40 to 90 minutes. The researcher did make translation to English. All ethical 
issues will be covered in section (3.12.4).  
 
Analysing these interviews were divided based on accounting topics by indicating 
the relevance of the pertinent topic as well as its suitability to SMEs in Jordan. This 
allows the researcher to understand "what is happening, how thing are done, why 
and when organization members do what they do, and how component parts 
(people, organizational units, etc.) interact"  before utilising the questionnaire for the 
main study (Parker and Roffey, 1997:241). The questions as well as respondents 
profile are presented in the next chapter.  
3.11 Questionnaire Survey:  
 
Denscombe (2003:236) defined the use of quantitative data as retaining to an "aura 
of scientific respectability" as it "conveys a sense of solid, objective research" by 
relying on numbers as well as presenting them by using graphs and tables. 
 
In fact, there is a number of advantages of using quantitative methods. For instance, 
quantitative data can be tested by many kinds of statistical tests and the subsequent 
interpretation is more objective compared to qualitative data that depend on the 
researcher point of view in analysing data (Denscombe, 2003). Furthermore, 
quantitative methods provide a logical basis for description, analysis and 
interpretations as results are interpreted by measuring quantities rather than 
impressions, which is possible to be verified by others for authenticity (Denscombe, 
2003). 
In addition to that, Mouton (2008) points out, generalisation of theory can be 
undertaken following the systematic study of responses gathered using a 
quantitative method. Data that are quantitative can be considered as either 
numerical or categorical data; research involving the former involving the analysis 
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of numbers, and research involving the latter involving clustering into descriptive 
data and ranking within particular forms or orders (Saunders et al., 2009). The 
quantitative technique utilised by the researcher in this study, however, will involve 
both numerical and categorical data as the attribute types will be ordered and given 
scores. The quantitative methods are associated with objectivism and positivism 
assumptions as already shown in table (3.6) above.  
 
The inferential survey instrument was utilised as a quantitative method, which are 
predominant in business research (Easterby-Smith et al, 2012). The questionnaire 
is mainly used for descriptive and explanatory studies. Descriptive study tends to 
use the questionnaire to obtain opinions and determine the organisation practices 
or identifying issues pertaining to these organisation (Saunders et al., 2009), which 
is the case in this study. While the explanatory studies use surveys to collect data 
which the researcher can test and explain the relationship between variables 
(Saunders et al., 2009), which is the relationship between categorical variables and 
continuous variable for objective three in this study. The questionnaires were 
distributed to financial managers as well as external auditors.  
 
Therefore, there were two different questionnaires distributed to financial managers 
and external auditors. However, those questionnaire were the same in all questions 
except the demographic questions.  
 
In order to avoid confusion when comparing the two questionnaires, the measure 
questions’ numbers from one questionnaire that match with those from the other are 
shown based on objectives in Table 3.8. In addition, the number of questions used 
in the analysis are based on those abbreviation presented in appendix D as 
mentioned in Section 5.2.2.  
 
Likert-scale was adopted, the rating questionnaire was designed with six categories 
of responses. It includes the option of “impossible to say” or “not applicable” in order 
to enhance the accuracy of findings by using this unforced scale as it was supported 
by (Malhotra, 2008). The other five categories start from strongly disagree to 
strongly agree for most questions as there are several questions start from no 
applicability or no relevance to very high applicability or very high relevance.       
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The next sections will cover questionnaire development processes, population and 
sample techniques used, questionnaire administration and responses, analysing of 
quantitative data, and finally factors analysis and Cronbach alpha. 
3.12 Development of questionnaire:  
 
The questionnaires were distributed to both financial managers and external 
auditors, the reason behind choosing those groups among others, is that they have 
better expertise in technical matters compared to other stakeholders.  
  
3.12.1 Questionnaire design. 
 
Both internal validity and reliability of data collected as well as the rate of response 
are associated with the questionnaire design, its structure and the robustness of the 
pilot study (Saunders et al., 2009). One of the main elements in designing 
questionnaire that has been implemented in this study, is the cover letter that 
reflects the aim of study, the importance of response, the estimated time needed to 
complete the questionnaire, promise from the researcher that the information 
provided will be treated in strictest confidence and anonymous, and the researcher 
contact details. The cover letter of this study’s questionnaire is shown in appendix 
(B, C) alongside the questionnaire. 
 
The questionnaire consists of two parts. The first part covers the questions 
regarding the respondents’ demographic profile while the second part includes 
questions seeking the respondents’ opinions in order to achieve the study 
objectives.  
 
The respondents profile information were approached by using category questions 
design whilst the other questions were designed in the rating questions form. The 
rating questions are usually used to gather perceptions and opinion data (Saunders 
et al., 2009), that is the case of current study. Because using different set of 
response categories will confuse the respondents especially where a series of 
statements are presented (Dillman, 2007), researcher has implemented the same 
categories for all rating questions that adopt Likert-scale whereas respondents are 
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being asked to present their agreement on each statement starting from strongly 
agree to strongly disagree with exception to the first three questions as these 
questions investigate the likelihood of occurrence rather than seeking the 
respondents agreements.  
 
Although Likert-scale was implemented, the rating questionnaire in this study was 
designed with six categories of responses. It includes the option of “impossible to 
say” or “not applicable” in order to enhance the accuracy of findings by using this 
unforced scale as it was supported by (Malhotra, 2008).  This kind of questionnaire 
style is known as non-forced scale (Malhotra, 2008). This type of questionnaire 
provide the respondents with another option in case they were not sure about their 
answer instead of clicking the neutral option as this affects the statistical results. 
The “impossible to say” or “not applicable” options will be statistically considered as 
a missing answer.  
 
In terms of questions’ wording, there are several points emphasised by (Saunders 
et al., 2009) were ensured when designing the survey for the current study such as; 
using clear academic wordings instead of Jargon or abbreviation; avoiding using 
offensive or embarrassed words that may result in biased responses; avoiding 
asking two questions into one question (loaded questions); avoiding using words 
that imply different meaning or can be misunderstood; avoiding leading questions 
to ensure obtaining unbiased responses; and simplify the instructions given to select 
the answer.  
            
Regarding the questionnaire structure, the questions were divided into three 
categories that are: adopted from other studies; adapted from other studies with 
amendments to suit the context of the study; and developed by the researcher.  
 
Table 3.8 presents the dimensions covered in questionnaire. 
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Table 3.8: Dimensions covered in questionnaire. 
D
im
e
n
s
io
n
 
Explanation  
Questions number 
Objective 
Managers Auditors 
F
irs
t 
Demographic questions 
pertaining to respondents; 
knowledge of full IFRS; 
experience; and whether 
auditors have audited SMEs 
accounts or not. 
In addition some demographic 
questions pertaining to 
companies that respondent 
belong to such as; whether 
company apply full IFRS or not; 
number of employees; range of 
turnover and total assets; and 
whether the companies are 
managed directly by its owners 
or not. 
Q1 –Q9 Q1-Q3 
Assist in making 
comparison 
among groups 
for objective 
three. This will 
lead to achieve 
objective seven. 
S
e
c
o
n
d
 
Questions regarding how often 
the specified users use your 
enterprise's financial 
information. 
Q10  Q4  Objective one 
T
h
ird
 
Questions as to problems facing 
SMEs that pertain to accounting 
information. 
Q11 Q5 Objective two 
F
o
u
rth
 
Questions about the relevance 
of some accounting topics that 
are included in the content of 
full IFRS but omitted from the 
content of IFRS for SMEs. 
Q12 Q6 Objective three 
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F
ifth
 
Questions to financial managers 
about whether some topics or 
methods have been subjected 
to accounting treatment or used 
during respondent’s 
employment period or not. 
Q13 
N
o
t a
p
p
lic
a
b
le
  
Help in making 
comparison with 
respect to 
objective three 
between 
respondent who 
have met the 
accounting 
treatments of 
these topic and 
who did not. 
S
ix
th
 
Questions regarding the 
suitability of some 
measurements, recognitions, 
and presentation under the 
IFRS for SMEs in comparison to 
their treatments under the full 
IFRS. 
Q14 Q7 Objective three 
S
e
v
e
n
th
 
Questions pertaining to 
respondents’ willingness to 
adopt IFRS for SMEs as well as 
their agreement on the general 
concepts of IFRS for SMEs. 
Q15 Q8 Objective four 
E
ig
h
th
 
Questions regarding 
respondents expectations if the 
IFRS for SMEs has been 
adopted. 
Q16 Q9 Objective five 
N
in
th
 
Questions regarding potential 
obstacles that might impede the 
effective adoption of IFRS for 
SMEs. 
Q17 Q10 Objective six 
       
In terms of questions’ source, the questions were prepared according to a critical 
review of several studies’ instruments and results concluded in other studies. Table 
(3.9) illustrates the sources of each dimension. 
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Table 3.9: the source of all question. 
Dimension  Group  Source  
F
ir
s
t 
Knowledge of 
full IFRS 
Both 
This question has been asked by IASB in 
2005 within the staff questionnaire in order to 
highlight the characteristics of sample 
selected. 
Experience Both 
This question has been asked by several 
authors such as (Eierle and Haller, 2009) and 
(Siam and Al-Daass, 2011) in order to 
highlight the characteristics of sample 
selected. 
Audit SMEs 
or not 
Auditor 
Developed by researcher to discard the 
questionnaire if the auditor does not audit 
SMEs account. 
Economic 
sector 
Manager 
Specified by researcher based on the 
classification of the Companies Control 
Department in Jordan(Companies Control 
Department, 2013) as the association 
between economic sectors and the suitability 
of some accounting topics under IFRS for 
SMEs has been examined by (Aboagye-
Otchere and Agbeibor, 2012). 
Legal form Manager 
Specified by researcher based on the 
classification of the Companies Control 
Department in Jordan (Companies Control 
Department, 2013) as the association 
between legal forms and the suitability of 
some accounting topics under IFRS for SMEs 
has been examined by (Aboagye-Otchere 
and Agbeibor, 2012). 
Adopt IFRS 
or not 
Manager 
Developed by researcher to discard the 
questionnaire if the company does not adopt 
the full IFRS. 
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Employee 
number, 
turnover, and 
total assets 
Manager 
Specified by researcher based on the 
classification of the European Commission 
(European Commission, 2005) as the 
association between size and the suitability of 
some accounting topics under IFRS for SMEs 
has been examined by (Aboagye-Otchere 
and Agbeibor, 2012) and (Eierle and Haller, 
2009). 
Whether the 
owners are 
involved in 
management. 
Manager 
Adopted from (Eierle and Haller, 2009) that 
asks respondents about this dimension, it 
was also examined by (Aboagye-Otchere and 
Agbeibor, 2012) to specify the relationship 
between management structure and the 
suitability of some accounting topics under 
IFRS for SMEs. 
Second Both 
Adopted from (Alsaqa, 2012) and (Ploybut, 
2011). 
Third Both 
Some question have been adopted from 
(Siam and Al-Daass, 2011) with some 
changes to avoid loaded questions as 
directed by the panel of experts through 
content validity. Moreover, researcher added 
other questions that have been investigated 
or highlighted by several studies such as 
(Gray et al., 1997; Trulsson, 1997; Okpara 
and Kabongo,2009; Minh Le, 2012; 
Tushabomwe-Kazooba, 2006; Lussier, 1996, 
Mahadea, 1996; Coskun and Altunisk, 2002; 
Collis et al., 2004; Ozer and Yamak, 2000; 
Dincer, 1996; Arrunada, 2008; Maseko and 
Manyani, 2011; Sian and Roberts, 2009; 
Haller and Eirle, 2008; Fearnley and Hines, 
2007; Soderstrom and Sun, 2007; Harvey 
and Walton, 1996; Nerudova and Bohusova, 
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2008; Jermakowicz and Epstein, 2010; Sian 
and Roberts,2009; Taylor, 2009; Rennie and 
Senkow, 2009; Müllerova et al., 2010; 
Bohusova and Nerudova, 2007). 
Fourth Both 
The omitted topics has been specified by 
many professional articles as well as 
academic studies such as (Christie and 
Brozovsky, 2010; McQuaid, 2009; Deloitte, 
2009, Mackenzie et al., 2011; PWC, 2009; 
KPMG, 2010; Ernst & Young, 2010; Vasek, 
2011; Deloitte, 2010; Patrec, 2008; 
(Jermakowicz and Epstein, 2010, Veronica 
and Ionel, 2010, Christie et al., 2010, IASB, 
2009). 
Fifth Manager 
The development of this dimension is 
achieved as a result from developing 
questions in dimension six, as explained in 
next section (step six). 
Sixth Both 
The development of this dimension is 
explained in detail in the next section. 
Seventh Both 
These questions have been investigated 
previously by the IASB within the Preliminary 
Views in 2004, the staff questionnaire in 2005 
And the discussion paper in 2007, in addition, 
the researcher referred mainly to the content 
of IFRS for SMEs to specify the main 
concepts pertaining to these standards. Also 
some questions were examined or indicated 
by some academic studies also such as 
(Koumanakos and Alexandrou, 2012; 
Ploybut, 2012; Evans et al., 2005). 
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Eighth Both 
Similar to third dimension, some question 
have been adopted from (Siam and Al-
Daass, 2011) with several modification to 
avoid loaded questions as suggested by 
experts through content validity. Moreover, 
researcher added other questions as some of 
them have been reformulated from the third 
dimension as expected contribution instead 
of problem in order to enable the researcher 
in making correlation between the specified 
problems in third dimension and this 
dimension to reflect the potential role of IFRS 
for SMEs in solving or mitigating the 
aforementioned problems if they existed. 
Furthermore, some of these effects have 
been investigated or highlighted by several 
studies such as (Dang-Duc, 2011; Müllerova 
et al., 2010; Al-Sbatti and Abdul-Salaam, 
2008; Siam, 2005; Elena et al., 2009). 
Ninth Both 
Similar to third and eight dimensions, some 
questions have been adapted from (Siam and 
Al-Daass, 2011) with numerous adjustments 
to avoid loaded questions as proposed by 
experts through content validity. In addition to 
that, the researcher referred to several 
studies that underlined these obstacles when 
designing the questions for this dimension 
like (Strouhal et al., 2010; Albu et al., 2010; 
Matar and Noor, 2008; Atteyah, 2008 ; 
Alavvnah, 2008 ; Dang-Duc, 2011 ; Okpara 
and Kabongo) 2009; Siam, 2005; Alexander 
and Servalh, 2009). 
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3.12.2 The inclusion and exclusion criteria used to develop questions 
regarding dimension five and six. 
 
As noticed in table (3.9), the researcher developed these questions by undertaking 
several steps as follow: 
 
Step one: the researcher adopts the notion of Eierle and Haller, (2009) in 
investigating the suitability of IFRS for SMEs to German SMEs by comparing the 
topics under IFRS for SMEs with those under German law. Similar design has been 
implemented by (Aboagye-Otchere and Agbeibor, 2012), however, the latter study 
examines the effect of economic sectors, legal form, size, and management 
structure on the suitability of accounting treatments under IFRS for SMEs in Ghana.   
 
Step two: the researcher identified the differences between IFRS for SMEs and full 
IFRS by referring to several professional works that determined these differences 
such as KPMG, Deloitte, Ernst and Young, and PWC as well as another source like 
(Mackenzie et al., 2011). These differences are illustrated in appendix (A). 
 
Step three: discard topics that include option by IFRS for SMEs to use either the full 
IFRS or the IFRS for SMEs. This includes only the financial instruments standard 
(IAS.39) providing that the disclosure must be prepared according to section 12 
under IFRS for SMEs. The reason is that this will not make any difference from the 
current adoption by the preparers’ perspectives. This idea has been supported by a 
panel of academics through content validity.  
 
Step four: conducting interviews with external auditors to determine the relevance 
of each topic specified by the research to Jordanian SMEs as will be explained in 
more detail within chapter four. By accomplishing this task, the researcher included 
only the relevant topics in the content of the questionnaire while the irrelevant topics 
were excluded from the investigation of this study.  
 
Step five: those topics were organised in the form of questions by presenting the 
proposal of IFRS for SMEs for each topic in comparison with full IFRS, which is the 
current applied standards. Then these questions were reviewed by a panel of 
academics and professionals through content validity as will be explained in the next 
section. The majority of them suggest that these questions must seek only the 
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respondent agreements on those topics without linking them to their effect on cost 
or benefit at the same question. The reason behind this as they pointed out that 
include the questions regarding the effects of each proposed topic under IFRS for 
SMEs will make the questions too complex and reduce understandibilty. They 
proposed instead, to ask respondents about effects on separate questions to identify 
the overall effect instead of the individual effect of each topic. Their suggestions 
were followed by researcher, whereas the potential effects of each topic 
independently has been carried out by conducting interviews.  
 
Step six: after specifying the questions to be included in dimension six, the 
relevance of the topics covering these questions to companies was being asked to 
financial managers as this will enable researcher to compare the points of views 
regarding the suitability of the proposals under IFRS for SMEs (dimension six) 
between adopter and non-adopter to each topic independently.     
 
Step seven: conducting a pilot study to ensure the validity and reliability of these 
questions as explained in next section. 
 
Step eight: after collecting the data for the main study, the researcher performed 
some statistical tests in order to ensure the validity and reliability of all questions in 
the questionnaire, by deleting the questions that are unreliable based on Cronbach 
alpha or have a small loading under the factor analysis, which mean that the deleted 
questions do not belong to factors specified within each dimension, as they may 
measure something different from the rest of question within dimension.  All of these 
procedures are explained in details in section (3.16).  
 
3.12.3 Validity and reliability of questionnaire:   
 
Validity: indicates the extent to which the questionnaire reflects the reality as it will 
measure what the researcher intends to measure. Therefore, a number of aspects 
must be considered to assess the validity of the questionnaire which can be 
summarised as follow: 
 Content validity: it refers to the extent to which the questionnaire reflects 
accurate results for the questions being investigated. That could be made by 
assessing the questionnaire from a panel of individual in order to evaluate 
whether the questions are essential and useful or not (Saunders et al., 2009). 
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The questionnaire of this study has been validated by a panel of academics 
in several universities as well as by a group of auditors in one of the big four 
international accounting companies. 
 Linguistic validity: relates to the questions wording that requires careful 
consideration to avoid misunderstanding the questions by respondents 
(Saunders et al., 2009). Therefore, an assessment of questionnaire wording 
before and after translation was performed by academics and practitioners 
to ensure that all the words have the proper experiential meaning; this panel 
also judged the content validity. As the questionnaires were allocated in 
another language (Arabic) rather than English, a translation has been 
undertaken by three independent translators to ensure that all respondents 
will understand the questions in the same way. 
 A pilot study has been conducted to ensure the validity of questionnaire.  
 Factor analysis was performed to ensure the construct validity (Field, 2009).  
 All respondents have been asked in the questionnaire whether they could 
understand the questions or have any comment on the questionnaire.  
 
Reliability: refers to the consistency of the findings over time and under various 
situations, for instance, by a different group of respondents (Field, 2009). In this 
study, the following actions in brief that have been performed to test the reliability 
throughout the pilot study:  
 Test re-test: refers to the consistency of findings of the same respondent at 
different time and under the same conditions (Saunders et al., 2009, Field, 
2009). Hence, the same questionnaires were allocated to the same 
respondents (two respondents from each group of sample who are: auditors, 
financial managers) after three months from the initial responses and a 
Cronbach’s alpha test was undertaken to measure the consistency of their 
answers. This task has been achieved in the pilot study.    
 Internal consistency: refers to the correlation of a single question in the 
questionnaire to the other questions across the questionnaire. Hence, the 
consistency of each response across all questions in the questionnaire or 
across each subscale questions must be measured, The most frequently 
used method to measure the internal consistency is Cronbach’s alpha (Field, 
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2009, Saunders et al., 2009). That will be discussed in details in the pilot 
study section, as it has been performed in the pilot study. 
 Check questions: the researcher included some check questions to ensure 
that respondents were serious in answering the questions (Saunders et al., 
2009). In case of the answers of the same questions (check questions) were 
significantly different, the case will be not included in the data set. 
 A pilot study has been conducted to ensure the reliability of questionnaire.  
               
3.12.4 Ethical Considerations. 
 
Research ethics is associated with appropriateness of researcher’s procedures and 
behaviours regarding the right of participants, particularly in relation to formulating 
questions, designing research, obtaining access, collecting data, analysing data, 
and storing the data as well as presenting the finding in moral and proper way 
(Saunders et al., 2009).  
 
The ethical issues of this study has been evaluated by the research ethics 
committee by Liverpool John Moores University based on, ethical codes of practise 
guide in this university. Gaining ethical approval by this committee is required before 
collecting the data for either pilot or main study, which has been approved for this 
study. Taking the ethical issues into consideration will enhance the reliability as well 
as credibility of study (Saunders et al., 2009), as it maximises the trust level between 
the researcher and participant (Jankowicz, 2000).    
 
The main issues regarding ethics have been performed by researcher and approved 
by the research ethics committee are: the privacy of actual and potential 
participants; whether the participation was voluntary or not; obtaining consent from 
participants; confidentiality of data and ensuring anonymity; avoiding harming, 
embarrassing, stressing or discomforting  participants by any means (Saunders et 
al., 2009).  
 
In this context, verbal consent from each individual participant was sought before 
collecting the data, participants were informed about the nature of the study and 
how their answers are important to the study contribution, and they have been given 
the option to withdraw from research without explaining the reason at any time. They 
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also have been informed that their participation is voluntary and the confidentiality 
of data and anonymity are guaranteed as the information they provided will be 
treated in strictest confidence, and stored in LJMU computer protected by 
passwords known by the researcher only. In addition, the wording of questions used 
were ensured to avoid any harming, embarrassing, stressing or discomforting 
participants.    
 
3.12.5 Pilot study.  
      
A pilot study is considered as a part of a good research strategy that tests the 
feasibility of the instruments used by detecting the associated deficiencies in either 
the proposed instruments or in the intended procedures. As a result, any problems 
can be addressed in order to enhance the quality and the feasibility of instruments 
before proceeding to the main study that is targeted to large sample. Therefore, a 
pilot study is always concerned about the validity and reliability of the instruments 
as it is generally involves fewer respondents compared to main study.   
 
As the pilot study did not point towards any material amendment in the instruments, 
the findings considered to be appropriate to be incorporated into the findings of the 
main study. However, the researcher have not included them in the main study.  
 
3.12.5.1 Data collection and sample technique for pilot study: 
 
The sample information was obtained from various websites of governmental 
institutions in Jordan such as, Companies control department (2006) and 
(Department of Statistics, 2011, Ministry of Industry and Trade, 2011). Initially, for 
the purpose of pilot study a random sampling technique for the main study will be 
used (Saunders et al., 2009).  
 
The questionnaires were distributed to auditors, and financial managers who works 
within SMEs that match the definition of IASB.   
 
For the purpose of pilot study the following numbers of questionnaires have been 
distributed to each sample group as illustrated in table (3.10): 
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Table 3.10: number of questionnaires distributed and returned in the pilot study. 
groups 
No. of 
questionnaires 
distributed 
No. of 
questionnaires 
returned 
Percentage 
Financial 
managers 
32 21 65.6% 
Auditors 30 21 70% 
Note: 
Two questionnaires from financial managers have been not included as the companies converted to 
public companies. 
Table (1) does not include the retested questionnaires. 
 
3.12.5.2 Validity and reliability in the pilot study.  
 
The same procedure in section (3.12.3) have been undertaken to ensure both 
validity and reliability of questionnaire except those attributed to factor analysis as 
this statistical test requires a large sample (Field, 2009).  
 
Regarding the reliability that refers to the consistency of the findings over time and 
under various situations, for instance, different group of respondents (Saunders et 
al., 2009, Field, 2009), Cronbach’s Alpha test was undertaken to measure the 
internal reliability, the results are summarised in table (3.11). 
 
Table 3.11: results of Cronbach Alpha in the pilot study.  
Question 
Cronbach’s 
Alpha 
No of 
Items 
Note 
All questions to managers .913 118  
All questions to auditors .913 118  
Question about how the users 
use your enterprise's financial 
information that is common 
between groups. 
.701 8 
Three questions 
have been deleted 
to increase the 
reliability from .629 
to .701. 
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Question about the problems 
facing SMEs that is common 
between groups. 
.967 24  
Question about the agreement 
of the general concept of IFRS 
for SMEs that is common 
between groups. 
.728 3  
Question about the relevance 
of omitted topics, this question 
is common between managers 
and auditors. 
.88 8  
Question about the differences 
between IFRS for SMEs and full 
IFRS that is common between 
managers and auditors. 
.874 21  
Question about the probable 
contribution of IFRS for SMEs 
that is common between 
groups. 
.917 37  
Question about obstacles that 
are likely to impede the 
effective implementation of 
IFRS for SMEs. This question 
is common between groups. 
.923 12  
Question about obstacles that 
could result from the 
differences between Jordan 
and advanced countries that 
probably hinder the effective 
implementation of IFRS for 
SMEs. This question is 
common between groups. 
.935 6  
 Notes: 
1. The test has been performed to each individual question (construct) separately in order to ensure their reliability 
before conducting the test for all questions across groups of sample. 
135 
 
2. Because of using different questions across groups, reliability test has been conducted for each group separately, 
and also for only common questions among groups when performing this test for more than one group.  
3. Retest responses have not included in cases when internal consistency has been tested by using Cronbach’s alpha. 
The reason is that to enable comparison for each group between the internal consistency results and test-retest 
result after replacing the former cases with the retested responses for the same respondents.  
  
Although Cronbach’s Alpha is not robust when there is a major amount of missing 
data, it is considered as the most widely used test to estimate reliability which is a 
coefficient for internal consistency. The cut-off point of .7 and more is appropriate 
and indicates good reliability (Field, 2009). According to the above table, the 
instruments (questionnaires) are reliable for targeted groups of sample, all Alpha 
scores for all groups and all constructs were more than .7 and for most constructs 
and groups, they exceed .90 which indicates excellent reliability. 
  
Regarding the test re-test reliability, the same questionnaires were allocated to the 
same respondents after three months from the initial responses (two respondents 
from each group of sample) and a Cronbach’s Alpha test was undertaken to 
measure the answers’ consistency of the same questionnaire allocated twice to 
same respondents.  
As the number of retested questionnaires is small, the method used to achieve this 
purpose was performed by comparing the result illustrated in table (1) that are 
associated to internal reliability with the results obtained after replacing the former 
answers with the new answers for the same cases. The outputs of test-retest 
reliability are shown in table (3.12) below. 
 
Table 3.12: results of Cronbach Alpha to reflect to chick the reliability through test 
re-test reliability. 
Questions 
Cronbach’s 
alpha for 
internal 
consistency 
Cronbach’s 
alpha for 
retest after 
replacing 
the cases 
N of 
items 
differences 
All questions to 
managers 
.913 .914 118 .001 
All questions to auditors .913 .917 118 .004 
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According to table (1), there are slight differences between results before and after 
conducting the same questionnaire one more time for same randomly selected 
respondents. This indicates that the recompleted questionnaires after three months 
from the same respondents demonstrate a high degree of answers’ consistency. 
Therefore, the test-retest reliability has been recognized.   
3.13 Data collection and sampling.  
 
This part of the research explains a field-based study in Jordan. Two groups of 
preparers of annual reports will be targeted which include external auditors and 
financial managers. The rationale for choosing those groups among others is 
tracked back to that they have more knowledge in technical matters compared to 
other stakeholders. This view was based on the view of Van Wyk (2005) who noticed 
that considerable number of answers were missing and the response rate was low 
in the questionnaire due to technical questions facing external users of financial 
statements in comparison with preparers’ response rate. Similarly, the IASB always 
allocated the questionnaire in 2005 and 2007, regarding the SMEs standards to 
preparers and particularly to audit firms as well as the standards bodies across 
jurisdictions due to their knowledge in standards and technical matters with respect 
to measurements, presentation, recognition, and disclosure. Moreover, 
Sarapaivanich and Kotey (2006), indicate that the users can identify the benefits 
and not cost, as they are not in the position of preparing accounts and evaluating 
the benefits in the light of cost incurred or efforts spent. Thus, including the preparers 
only is justified due to their capability in analysing the cost and benefits. The 
exclusion of regulators from the scope of this study is due to the need for obtaining 
perceptions from those are involved with preparing and reviewing financial 
statements based on international standards rather than the latter group who is only 
in charge to prescribe the rules.  
 
Regarding the population and sample technique used, the reliability of results and 
the possibility of generalising those results are associated with selecting the proper 
sample from the population of study. This mission can be only accomplished by 
adopting the suitable sampling technique as well as making the sample as 
representative as possible to the targeted population (Saunders et al., 2009). 
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Therefore, the researcher performed the following procedures subsequently in order 
to achieve the above goal. 
1. The researcher considered each group as an independent population due to 
the differences between them in their objective regarding the financial report, 
as the financial managers are responsible for preparing the financial reports 
while auditors are in charge of auditing these reports to give an independent 
opinion. 
 
2. The number of cases in each population has been determined as follows: 
A- The number of entities which the financial managers belong, the classification 
of entities alongside their number were obtained by referring to the Jordanian 
Companies Control Department database (Companies Control Department, 
2013), as illustrated in table (3.13). However, because this study is interested 
in investigating the suitability of IFRS for SMEs to Jordanian context, the 
scope of entities included in this study is specified based on the definition 
used within the content of IFRS for SMEs (section 1.2-1.5). By applying this 
definition and referring to the Jordanian Company Law article 24. B, only the 
general partnership, limited partnership and civil companies that its 
registered capital more than one hundred thousand JD are included as they 
were required to appoint external auditors to audit the financial reports of 
these companies, in accordance with internationally recognized accounting 
principles, which is the IFRS in Jordan (Deloitte, 2010b). Whereas Public 
Shareholding Company, Limited Liability Company, Limited Partnership in 
Shareholding, and Private shareholder Company must adopt these 
standards regardless of their registered capital. Thus, the number of both 
limited liability and private shareholder companies will not differ between third 
and fourth columns in table (3.13). While it differs for the other types of legal 
forms due to the above reason.  
 
Due to the unavailability of cross tabulation data among the economic 
sectors, legal forms and the registered capital amount within the Jordanian 
Companies Control Department database, the researcher obtained these 
numbers from two managers in the Companies Control Department, as they 
have special uses enabling them to filter these kind of data. Consequently, 
the number of entities that match the definition of IFRS for SMEs, is based 
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on legal form across all economic sectors are determined in the fourth 
columns in table (3.13).  
 
Table 3.13: Numbers of firms according to economic sectors and legal form as well 
as Number of entities that conforming with the IFRS for SMEs conditions. 
Economic 
sectors 
Legal form Number 
Number of entities 
that conforming with 
the IFRS for SMEs 
conditions. 
Manufacturin
g 
Limited Liability 6620 6620 
General Partnership 16752 885 
Limited Partnership 2546 217 
Civil Companies 9 1 
Private Shareholder 172 172 
Trade 
Limited Liability 13746 13746 
General Partnership 53759 2840 
Limited Partnership 9290 791 
Civil Companies 10 1 
Private Shareholder 210 210 
Agriculture 
Limited Liability 2503 2503 
General Partnership 2056 109 
Limited Partnership 347 30 
Civil Companies 24 1 
Private Shareholder 177 177 
Construction 
Limited Liability 1130 1130 
General Partnership 3483 184 
Limited Partnership 657 58 
Civil Companies 0 0 
Private Shareholder 33 33 
Service 
Limited Liability 10877 10877 
General Partnership 32374 1710 
Limited Partnership 4775 407 
Civil Companies 319 11 
Private Shareholder 385 385 
Total  162272 43098 
Source: (Companies Control Department, 2013).  
 
 
B- The auditors’ number was obtained by (Jordan Association of Certified Public 
Accountants, 2012), which indicates that the registered auditors number is 
600 auditors.              
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3. For the purpose of calculating the required sample size for each group, 
Yamane formula that is widely used in social sciences, has been adopted 
(Yamane, 1967). This formula is as follows: 
 
  
    
 By applying this formula, the sample size of each population will be as follow: 
  
 Financial managers  
n = 43098 / 1 + 43098 * (.0025) = 396. 32 which is approximate 397 cases 
required to be collected. The researcher collected 448 questionnaires.   
 Auditors  
           n = 600 / 1 + 600 * (.0025) = 240 cases required to be collected. However,                                
because the researcher encountered some difficulties in getting the required 
number of responses, the confidence level has been reduced from 95% to 93%, 
which reduce the number from 240 to 152 cases to be collected. The researcher 
collected 157 responses.     
4. Specifying the appropriate sample technique for each group. Due to the 
nature of population of both group that can be framed and determined by also 
refer to study objectives, the probability sampling is used, whereas making 
the sample representative is deemed possible under probability sampling 
(Saunders et al., 2009). Regarding the sample techniques under probability 
sampling, stratified random sampling technique was implemented for 
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manager group as the sample frame (SMEs) includes relevant strata and 
geographically concentrated (Saunders et al., 2009). While the auditor group 
does not have relevant strata, which makes the random sample technique 
more suitable for auditors group (Saunders et al., 2009). The conditions that 
researcher depended on, for selecting the proper techniques are illustrated 
in Figure 3.1. 
 
Figure 3.2: Selecting a probability sample. 
  
Source: adopted from (Saunders et al., 2009). 
 
5. In order to ensure that the sample is representative, the researcher paid 
considerable attention to collecting responses from each category based on 
its percentage in the population. With respect to financial managers, 
researcher divided the population into five economic sectors and then divided 
each economic sectors into five legal forms. The responses from each legal 
form will be based on its percentage within each economic sectors 
independently as shown in table (3.14), which also exhibits the number of 
questionnaire distributed and returned. 
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The number of questionnaires that must be collected from each category of 
legal form within each economic sectors can be calculated by applying this 
formula. 
The number of questionnaires = 397 * number of entities within each legal form   
                                                                                     Total number of entities 
 
However, the researcher intended to collect at least five questionnaires from each 
category to make the statistical results more meaningful in specifying trends, unless 
the number of these cases in the category was less than five cases. In this case the 
whole cases will be targeted. This can be justified because the majority of cases 
belong to limited liability and general partnership companies particularly in both 
trade and service sectors which make the weight of other cases considerably small.     
                                                               
Table 3.14: Questionnaire distributed and collected facts.   
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Manufacturin
g 
Limited 
Liability 
6620 
61 85 62 
General 
Partnership 
885 
9 16 9 
Limited 
Partnership 
217 
5 8 5 
Civil 
Companies 
1 
1 1 1 
Private 
Shareholder 
172 
5 5 5 
Trade 
Limited 
Liability 
13746 
127 167 128 
General 
Partnership 
2840 
27 33 28 
Limited 
Partnership 
791 
8 10 8 
Civil 
Companies 
1 
1 1 0 
Private 
Shareholder 
210 
5 9 5 
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Agriculture 
Limited 
Liability 
2503 
23 30 24 
General 
Partnership 
109 
5 6 5 
Limited 
Partnership 
30 
5 7 5 
Civil 
Companies 
1 
1 1 1 
Private 
Shareholder 
177 
5 8 5 
Construction 
Limited 
Liability 
1130 
11 18 11 
General 
Partnership 
184 
5 8 5 
Limited 
Partnership 
58 
5 9 5 
Civil 
Companies 
0 
0 0 0 
Private 
Shareholder 
33 
5 8 5 
Service 
Limited 
Liability 
10877 
101 144 101 
General 
Partnership 
1710 
16 23 16 
Limited 
Partnership 
407 
5 8 5 
Civil 
Companies 
11 
5 6 5 
Private 
Shareholder 
385 
5 8 5 
Total  43098 446 619 448 
 
Regarding the auditors’ group, as this population does not have strata, there is no 
need for dividing the population into several categories. Hence, by using random 
sample technique, the researcher distributed 265 questionnaires and the returned 
valid questionnaires were 157. The response rate was higher within financial 
managers’ group that was 72.4% compared to auditors’ group reaching 59.2%.  
There are 46 questionnaires have been excluded. Those questionnaires fall into two 
categories: extra questionnaires and invalid questionnaires. The 28 extra 
questionnaires were discarded to make the data as strongly representative to 
population as possible as explained already. The criterion used to exclude the extra 
responses was based on eliminating those with considerable amount of missing 
answers compared to those retained. While the criteria used to discard the invalid 
questionnaires that were 18 questionnaires are illustrated in table (3.15). 
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 Table 3.15: Disqualification criteria of questionnaire.  
Criterion Action Number 
Missing entire dimension in questionnaire. Discard 1 
Select more than answer for many questions. Discard 2 
The auditor does not audit SMEs account. Discard 1 
The company does not apply IFRS. Discard 8 
Missing answers in demographic questions. Discard 4 
The company has public accountability. Discard 0 
The answers of check questions significantly 
different.  
Discard  2 
 
3.14 Administration of questionnaire. 
 
As the researcher designed the questionnaire properly and ensured the validity and 
reliability through pilot study, the questionnaire became ready to be distributed for 
the main study. Allocating questionnaires and collecting them consumed a 
considerable amount of time exceeding five months, because this study sought to 
collect questionnaires from the targeted groups predetermined to make the sample 
representative as explained in section (3.13).  
The information about entities in terms of economic sectors, legal forms, purposes 
and addresses were gained from Companies Control Department’s database 
(Company Control Department, 2013). The respondents were approached firstly by 
contacting them via telephone, so that researcher can gain verbal consent before 
distributing questionnaires. This procedure facilitates the mission to obtain access 
to the pertinent entities.  
To ensure the high response rate, the questionnaires were distributed by using 
delivery and collection questionnaires (Saunders et al., 2009). As the postal 
questionnaire technique is very hard to be applied due to the cost incurred especially 
with the ineffective post system in Jordan compared to developed countries. Utilising 
this type of questionnaire enables the researcher (most of the time) to collect the 
questionnaire on the same day as delivery, which enhanced the response rate 
(Saunders et al., 2009), unless the respondent ask the researcher to collect it at a 
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different time. In this case, the follow-up is used via telephone in the specified time 
by respondent.  
 
For the purpose of maximising the response rate also, a proper cover letter was 
printed and attached to each questionnaire and the collecting box was ready, which 
reflects the purpose of study, the importance of their response in enriching the study, 
the expected time to complete the questionnaire, the importance of answering 
questions subsequently, stress that the response is voluntary, and the information 
provided will be treated in strictest confidence and anonymous, and the right to 
withdraw from participation even though the verbal consent has been given. The 
same procedures were undertaken when conducting the interviews. 
3.15 Statistical tests employed.  
 
In order to answer the questions raised from the literature review and drawing a 
meaningful conclusion, a large sample of all  groups is required at first, as the small 
sample will not lead to appropriate analysis as well as the inability of generalization.  
Determining the suitable statistical tests to be used is crucial matter as these tests 
underpin the results that eventually lead to actual accurate conclusion. These tests 
however, rely mainly on the objectives of study. Thus, these tests are linked to each 
objective independently as presented in table (3.16).  
 
Table 3.16: Statistical tests and objectives of study.  
Statistical test Reasons for using the 
particular test. 
Objective 
Descriptive 
analysis 
To describe the trend of 
results using simple 
statistical model such as 
mean (Field, 2009). 
For all objectives  
Two-Sample T-
Test (independent 
sample t-test). 
To compare the mean of two 
groups from sample with 
each other (Field, 2009, 
Wooldridge, 2005). 
For all objectives to 
compare the perceptions 
of financial managers and 
auditors 
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Anova To examine differences 
among the means for 
several various groups as 
whole (more than three, as 
independent t-test is used 
for two groups) (Field, 
2009). 
For objective three to 
compare the perceptions 
of financial managers 
across different economic 
sectors, legal forms, sizes, 
and management 
structures.  
Person 
correlation’s 
coefficient 
To express the relationships 
between variables (Field, 
2009). 
For objective five to make 
a correlation between 
problems and expected 
contributions result from 
using IFRS for SMEs, in 
order to identify the role of 
IFRS for SMEs in 
mitigating or solving 
problems.  
 
After performing Cronbach Alpha for reliability and factor analysis for validity, 
choosing these tests was according to the nature of both outcome variables 
(dependent) and the predictor variable (independent) as well as the number of each 
one of them (Field, 2009). As outcome variable was continuous for all objectives and 
the predictor variable was categorical, independent sample t-test to make a 
comparison between two groups and one-way Anova test to compare the perception 
among more than two groups are specified to be the most appropriate tests to 
achieve the objectives in addition to some descriptive analysis by using mean (Field, 
2009). The Parson correlation’s coefficient is conducted to express the relationship 
between two continuous variables that are between dimension three and eight. 
Post-hoc comparisons within Anova are conducted to specify the place that make 
the differences among groups (Field, 2009).  
 
Because factor analysis has been performed, all these tests were executed based 
on factors determined, whereas each factor comprises a number of questions within 
each dimension as explained in the next section. Analyzing data based factors 
facilitate the analysis processes and make the data more digestible instead of 
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investigating each question in the questionnaire separately (Field, 2009; Pallant, 
2011). 
Conducting these tests can only be performed if the assumption of normality of 
distribution and homogeneity of variance are met. For this purpose, the researcher 
took action to ensure these assumptions as explained below.  
 
3.15.1 Normality of distribution. 
 
Due to using a large sample, ensuring the normality by relying upon significant tests 
of Skew and Kurtosis is deemed ineffective “because they are likely to be significant 
even when skew and kurtosis are not too different from normal”  (Field, 2009:138). 
Similarly, The Shapiro–Wilk test in large samples “can be significant even when the 
scores are only slightly different from a normal distribution.” (Field, 2009:148). 
Therefore, the central limit theorem regarding the normality of distribution has been 
applied that “demonstrated that as samples get large (usually defined as greater 
than 30), the sampling distribution has a normal distribution with a mean equal to 
the population mean”  (Field, 2009:42).  
 
3.15.2 Homogeneity of variance. 
 
It is referred to “that the variances of one variable should be stable at all level of 
other variables” (Field, 2009:149). The homogeneity of variance can be tested by 
using Leven’s test whereas the significant result means that the homogeneity of 
variance has been violated and vice versa for non-significant result from Leven’s 
test (Field, 2009:342, Pallant, 2011). This test has been conducted in this study for 
each factor determined by factor analysis within each dimension. 
 
The results of Leven’s test for each factor are presented in the analysis chapter. 
With this respect, if the result of significance of Leven’s test is more than .05, which 
means that homogeneity of variance assumption is met. In this case the listed tests 
in table (3.16) above can be executed to the pertinent factor. However, if the result 
of this test is significant, the researcher reports the result in different way within the 
same test as illustrated in table (3.17).  
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Table 3.17: Alternative reports according to the homogeneity of variance results.  
Test 
If the homogeneity 
of variance is met. 
If the homogeneity of 
variance is doubtful. 
Reference 
Two-Sample T-
Test 
(independent 
sample t-test). 
Report the result “at 
the row in the table 
labelled Equal 
variances 
assumed”, which is 
the first row in the 
table. 
Report the result “at 
the row in the table 
labelled Equal 
variances not 
assumed”, which is 
the second row in the 
table. 
(Field, 2009:342, 
Pallant, 2011). 
One-way Anova 
Report the result in 
the “table labelled 
ANOVA”. 
Report the result in 
the “table labelled 
Robust Tests of 
Equality of Means”, 
through wetch Anova. 
(Field, 2009:388, 
Pallant, 2011). 
Procedures for 
Post-hoc 
comparisons 
within Anova 
Tukey’s HSD and 
Hochberg’s GT2 
procedures. As the 
size of groups could 
be either similarly 
equalized or 
differed. 
Games–Howell 
procedure, as the 
homogeneity of 
variance is doubtful. 
(Field, 2009). 
Correlation 
Parson correlation’s 
coefficient. 
Spearman’s 
correlation coefficient. 
(Field, 2009, 
Pallant, 2011). 
   
Using the aforementioned reporting within the parametric test instead of applying 
non-parametric test such as the Chi-Square Test, Wilcoxon rank-sum test and/or 
Mann-Whitney test, and the Kruskal-Wallis test, can be justified as follow: 
1. “In large samples Levene’s test can be significant even when group variances 
are not very different” (Field, 2009:152). Thus, the violation of homogeneity 
of variance is doubtful.  
2. As the researcher performed Levene’s test for each factor within each 
dimension independently in order to increase the accuracy of result instead 
of taking the overall variances in one sum, reporting the results from the same 
test by using alternative reporting provided in the same test for different 
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variances assumption would increase the consistency and constancy of 
interpreting the results. Especially the majority of factors across dimensions 
satisfied the homogeneity of variance assumption.   
3. Using parametric tests is deemed more robust than use of non-parametric 
test. 
3.16 Factor analysis and reliability 
 
The validity and reliability of research instruments are vital for the purpose of 
ensuring the consistency of results over time and under various situations, for 
instance, by a different group of respondents (Field, 2009), as well as confirming 
that the measurements are more likely to measure what they intend to measure and 
reflect the reality (Saunders et al., 2009).  Therefore, numeric procedures have been 
undertaken, which were already covered in section (3.12.3). In addition to the 
aforementioned techniques, factor analysis and Cronbach’s alpha test are also 
performed to confirm validity and reliability respectively.  
3.16.1 Process of conducting Factor analysis and Cronbach’s alpha tests:   
 
The procedures followed by the researcher to perform both tests are explained 
below coupled with justifications for decisions to embrace particular offered options 
within these tests or set aside other options. 
1) Conducting Cronbach’s Alpha test for all questions in order to confirm the 
robustness and reliability of each data set, so as to delete any question that may 
undermine the overall consistency of responses for all questions before running 
the factor analysis.   
2) Performing the factor analysis: as a result of collecting a considerable number 
of responses, the primary assessment of suitability of each data set for 
performing factor analysis has been met as the total number of responses was 
605 valid responses. This number is deemed sufficient owing to exceed 300 
cases that is preferable, whilst is inferior for a sample size of fewer than 150 
cases, unless the solutions include numeric high loading marker for variables 
that should be more than (.8) (Tabachnich and Fidell, 2007).  
In this respect, factor analysis has been carried out independently for each 
prearranged or proposed scale construct due to the nature of these constructs 
that do not generally overlap with each other, In other words, each proposed 
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construct or subscale has specific particularity that makes it evidently distinct 
from other constructs, for instance,  technical questions regarding standards 
(measurement, recognition, and presentation) are different from those 
associated with the possible positive contributions from applying these 
standards or the obstacles that may hinder the adoption of such standards, 
which make it unfeasible to run the factor analysis for all these questions in one 
sum. Thus, factor analysis is performed for each construct separately by taking 
the following steps and selecting a particular option as follows: 
a. Selecting Principal Components Analysis (PCA) when undertaking factor 
extraction without determining the number of desirable factors as this 
mission would be accomplished after completing parallel analysis test as 
well as analysing the scree plot. The key justification for choosing 
Principal Components Analysis rather than using Principal Axis Factoring 
or Imaging Factoring is attributed to the simplicity of this technique 
compared to other methods as well as its main purpose that focuses on 
establishing certain linear components within each data set and indicating 
how each particular variable contributes to each component if any (Field, 
2009). While other techniques are concerned more with establishing a 
mathematical model for those factors that have been estimated (Field, 
2009). Theoretically, both techniques may differ slightly if the number of 
variables exceeds 30 underlying variables with communality of (0.7) and 
more, whilst, the output could obviously differ if the variable number is 
less than 20 and the communality for those variables below (0.4) as those 
techniques are distinct in estimating the communality (Stevens, 2002). In 
addition to that, PCA bears several similarities to discriminant analysis 
(Field, 2009).  
b. Choosing direct oblimin for factor rotation, which belongs to oblique 
rotation method. This can be traced back to the nature of factors that may 
be correlated whereas this correlation is not permitted under orthogonal 
rotation methods such as varimax, quartimac or equamax (Tabachnich 
and Fidell, 2007, Field, 2009). However, to avoid high correlation among 
factors, delta value within this rotation has been set at zero value (Field, 
2009). Although the interpretation by relying on orthogonal rotation is 
easier compared to the interpretation result from using oblique technique 
as the latter allows correlation among factors  (Tabachnich and Fidell, 
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2007), some researchers such as Pallant (2011) evidently recommended 
starting primarily applying the oblique technique  so as the level of 
correlation among factors can be detected by analysis of the component 
correlation matrix and by using both the pattern and structure matrix in 
determining the factors of inspected variables. Hence, if the factors in the 
component correlation matrix were slightly correlated, both rotation 
techniques would present very similar outputs. While it is not the case if 
the correlations were significantly high, which support the need of 
reporting these factors via oblique technique (Pallant, 2011, Field, 
2009).Thus, in this study, the component correlation matrix will be 
analysed in order to present whether the high correlation among factors 
has occurred or not.   
c. Selecting the option of excluding the missing values listwise that is 
deemed the safest approach for dealing with missing value compared to 
others such as  pairwise; or replace with mean unless it produces 
enormous loss of data as the missing value of a case in particular variable 
will be excluded from the entire analysis whilst the missing score in 
pairwise option is excluded from analysis of that variable in which the 
missing value belongs to, which make the former option extensively safer 
(Field, 2009).  
d. The suppress absolute values are set to be (.3) in order to command 
SPSS to present only the factor loading of .3 and more. Due to the fact 
that the absolute value of factor loading depends essentially on sample 
size as the larger the sample size, the smaller the loading that is 
acceptable to produce meaningful statistical analysis (Field, 2009). Some 
researchers like  Stevens (2002) established a table of the probable 
sample size against the preferable loading score, which was (.21) for a 
sample size exceeding 600 cases. The sample size in this study totalled 
605 cases. Therefore, the predetermined absolute value of (.3) is more 
than the required absolute value of (.21) that indicates applying more 
conservatism pertaining to factor loading.     
e. Running factor analysis so as to examine the suitability of factor analysis 
to the data set by testing the factorability via two key statistical tests, 
which are Bartlett’s test for sphericity that must be significant with P value 
less than (.05) (Bartlett, 1954) and the Kaiser – Meyer – Olkin test (KMO) 
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for measuring the sample adequacy (Kaiser, 1970). Taking into 
consideration that the range of KOM’s index is 0 to 1 with essential 
preference for the score to be more than (.6) (Tabachnich and Fidell, 
2007). However, Kaiser (1974) believes that (.5) for KOM is barely 
acceptable, while lesser value leads to either gathering more data or 
reconsidering the inclusion of certain variables. In this respect Hutcheson 
and Sofroniou (1999) constitute pertinent  directions indicating that KOM 
value between .5 and .7 is mediocre, and those ranged from .7 to .8 are 
good while the vales between .8 and .9 are great and finally above .9 are 
considered to be superb.    
f. Checking communality is important for performing the factor analysis that 
measure the common variance which points to how the variable is shared 
with other variables that ranges from 0 to 1 (Field, 2009). In this extreme, 
MacCallum et al. (1999) asserts that the level of communality importance 
is negatively associated with sample size. Hence, the latter study 
classified that with sample size lower than 100 cases, the communality 
score must exceed (.6) and above (.5) for the sample size of 100 to 200 
cases. While it is tolerable to be below (.5) with large sample that 
surpasses 500 cases especially if the number of underlying factors was 
large (Field, 2009).   
g. Identifying the number of factors revealed and to what extent each factor 
contributes in explaining the variances by referring to Total Variance 
Explained table as shown for instance in appendix (E, table 2), which 
presents the Initial Eigenvalues Extraction, the Sums of Squared 
Loadings, and  Rotation Sums of Squared Loadings. By default, SPSS 
implements Kaiser’s criterion of holding factors with Eigenvalues more 
than 1 that is shown in the first column in the Initial Eigenvalues Extraction 
(Field, 2009). Despite this, Kaiser’s criterion has been criticised for 
retaining too many numbers of factors in numerous conditions (Pallant, 
2011), which may entail going further test  to confirm the number of factors 
such as Parallel analysis or scree test as explained below (Pallant, 2011). 
The second column illustrated the Sums of Squared Loadings that 
represent the variances explained by each specific linear factor whereas 
generally the first factor explained the highest portion of variances that 
may equal the portions explained by others’ retaining factors, which 
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reflects the importance of referring to the Rotation Sums of Squared 
Loadings in the third column. This mitigates this problem as the major 
reason for rotation is to optimise the factor structure, which consequently 
results in decreasing the differences among factors pertaining to 
variances explained by each factor when making comparison with those 
before rotation (Field, 2009).  
h. Performing scree plots analysis and parallel analysis is to ensure the 
number of factors to be retained (Pallant, 2011). This is owing to the fact 
that the Kaiser Criterion tends generally to overestimate the retained 
factors’ number (Field, 2009). A scree plot analysis that is also known as 
Cattell’s scree test,  is performed by depicting a straight line, which 
summarises the vertical side of plot that represents eigenvalue as well as 
summarises the horizontal side to represent the number of components 
(Field, 2009), and then find the point in which the shape of the curve 
changes its direction to be horizontal and count the number of factors 
above this point in other words, the number of factors above the elbow or 
cross point of both drawn lines (Field, 2009, Pallant, 2011, Cattell, 1966). 
Scree plot is deemed to be reliable for factors or components selection 
when the sample size exceeds 200 cases (Stevens, 2002). Parallel 
analysis that is also known as Horn’s Parallel analysis (Horn, 1965), is the 
superior test for factor selection especially in social science (Choi et al., 
2001, Stober, 1998, Pallant, 2011). This test retains the only factors with 
eigenvalues that  exceed the matching value of the randomly generated 
data set from the same sample size (Pallant, 2011). The latter test is 
considered more accurate for identifying the number of retained factors 
compared to other methods such as Kaiser’s criterion or Cattell’s scree 
test, which tend to overestimate the number of retained factors (Zwick and 
Velicer, 1986, Hubbard and Allen, 1987). Thus, as Parallel analysis and 
scree plot are conducted in this study to either confirm or reduce the 
number of components driven by Kaiser’s criterion, it is merely useful after 
determining the number of retained factors to rerun factor analysis 
providing that stipulating SPSS to extract the number of retained factors 
results from the aforementioned tests (Field, 2009). For this reason, factor 
analysis will be rerun but as already mentioned with determining the 
number of factors to be extracted. 
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i. Using mainly the pattern matrix and in the second place of priority the 
structure matrix as shown for instance in table (5.2), for the purpose of 
establishing the underling variables that constitute each construct or 
factor. This because it is quite necessary to report both matrixes so as to 
show the loading of each variable within each factor (Pallant, 2011, Field, 
2009). Moreover, referring to these matrixes assist in excluding the 
variables with low loading (Field, 2009).  
           
3) Cronbach’s Alpha test is conducted for all questions in the questionnaire and for 
each factor separately in order to ensure the consistency of responses as 
already mentioned (Field, 2009, Saunders et al., 2009, Pallant, 2011). Although 
Cronbach’s Alpha is not robust when there is a major amount of missing data, it 
is considered as the most widely used test to estimate reliability which is a 
coefficient for internal consistency. The cut-off point of .7 and more is appropriate 
and indicates a good reliability (Filed, 2009).By executing this test, the question 
that undermined the reliability within either all questions or each construct will be 
deleted to boost the overall or construct’s reliability (Field, 2009, Pallant, 2011).   
4) Finally, rerun factor analysis again on the side of caution by performing also 
parallel analysis as well as scree plot as already done to the end that warrants 
all factors are still held in the same structure after deleting some questions 
(Field, 2009). 
 
The outputs of factor analysis and Cronbach alpha test are illustrated in the analysis 
chapter section (5.2.2).                                                
3.17 Summary  
 
This chapter justifies the research methodology and methods for the purpose of 
achieving the research objectives. A mixed-method approach was selected based 
on the nature of the study and the research objectives. The qualitative and 
quantitative data were gathered and analysed independently. Then were combined 
in the discussion chapter. 
A total of 10 semi-structured interviews were conducted with external auditors to 
determine the relevance and the suitability of some topics under the IFRS for SMEs 
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to the Jordanian context. Questionnaire surveys were also distributed to financial 
managers and auditors. A total of 605 valid responses were returned. Probability 
sample techniques were implemented to collect the data. In addition, the validity 
and reliability of the questionnaire were ensured by performing both qualitative and 
quantitative procedures. The data from the questionnaire were analysed by using 
parametric statistical tests. The following chapter presents the qualitative analysis 
of semi-structured interviews.  
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Chapter 4 : Interview Analysis 
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4.1 Introduction 
 
This chapter presents and discusses the findings obtained from the interview 
exercise undertaken with ten external auditors. As indicated in the previous chapter 
when introducing the methodology adopted to achieve the research objectives 
(Section 3.10), the purpose of conducting interviews was to determine the level of 
relevance of numerous accounting topics for SMEs as perceived by practitioners, 
such that the research instrument could be developed precisely with questions 
pertaining to these topics, and that it would be a focused questionnaire designed to 
obtain maximum relevant data.  
 
Ten semi-structured interviews with external auditors, therefore took place in order 
to identify the relevance and suitability of topics under IFRS for SMEs based on the 
differences between them and the Full IFRS. A large number of such differences 
were in fact, highlighted by the interviewees as irrelevant, leaving the researcher 
with the need to impose a hierarchy in terms of the topics that were most relevant 
to SMEs, in order to design a questionnaire of a suitable length and which would 
yield the desired data. 
 
The profiles of the interviewees are presented at the start of the chapter, and 
thereafter the interviewees’ responses regarding the relevance and suitability of 
certain topics within the proposed IFRS for SMEs, are discussed. Each topic is 
considered initially in terms of its relevance for SMEs, and secondly in respect of its 
suitability for these enterprises. The chapter finishes with a short summary.  
 
It should be noted in regard to the development of the questionnaire arising from the 
interviewees’ contributions that since the Full IFRS have already been adopted by 
Jordanian companies, the topics to be investigated were specified according to the 
differences between Full IFRS and the proposed IFRS for SMEs. This strategy was 
assumed as a means of ensuring that the questionnaire respondents were able to 
completely understand the questions, and appreciate their relevance, and that they 
were not presented with irrelevant questions which might distract them, and waste 
their time in completion of the instrument.  The questionnaire was designed such 
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that respondents were asked to reflect their opinion regarding the suitability of each 
of the topics for inclusion within the proposed IFRS for SMEs (i.e. whether these 
topics were indeed appropriate for implementation in the context of small to medium-
sized enterprises). In formulating the questionnaire, it was decided not to include 
the differences between the IFRS for SMEs and the Full IFRS regarding financial 
instruments, as under Section 11 of the IFRS for SMEs, preparers are provided with 
the option of using either the IFRS for SMEs or IAS.39. 
4.2 Interviewee Profile  
 
As indicated in Chapter Three, all Jordanian auditors must pass the JCPA in order 
to practise, and as the Full IFRS are in use, it is presumed that they are all capable 
and knowledgeable in terms of the Full IFRS. Moreover, the nature of the work 
undertaken by auditors is such that they are involved in auditing a wide range of 
companies, thereby providing them with comprehensive viewpoints, denied to 
financial managers who deal only with transactions that fall within the scope of one 
company. The profiles of the ten interviewees are presented in Table 4.1. 
Table 4.1: Interviewee Profile 
Group  Experiences  Qualification  Code to 
be used  
Partner auditor 16 years JCPA, ACCA EY1 
Auditor 9 years  JCPA EY2 
Auditor 8 years  JCPA EY3 
Auditor 8 years  JCPA, CMA EY4 
Auditor 6 years  JCPA EY5 
Auditor 7 years  JCPA A1 
Auditor 12 years  JCPA, CMA A2 
Auditor 11 years  JCPA A3 
Auditor, Tax agent 13 years JCPA AF1 
Auditor, Tax agent 9 years  JCPA  AF2 
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4.3 Analysis of Responses  
 
The responses are analysed thematically according to major differences. 
4.3.1 Differences between the IFRS for SMEs and the Full IFRS 
regarding the presentation of financial statements 
 
1- Number of comparative periods to be included in the statement of financial 
position 
 
All interviewees stated that the inclusion of two comparative periods in the statement 
of financial position is necessary because this is a requirement according to IAS 
1.10, and hence, there can be no waiving of this. 
However, in respect of the suggestion under the IFRS for SMEs to include only one 
comparative period in the statement of financial position, EY2, EY3, EY4, and A3 
welcomed this as they believed that the change would simplify the presentation 
process. The remaining six interviewees believed otherwise, considering that the 
proposed change would reduce the benefit of financial information by undermining 
the internal comparability. AF2 indicated that some stakeholders, particularly 
investors, prefer to compare the financial information throughout periods.        
 
2- Exemption from preparing consolidated financial statements 
All interviewees indicated that consolidated financial statements are not applicable 
to SMEs as these statements must be prepared by the Holding Company (parent), 
and SMEs do not have parent companies. Company Law Article (204a) states: “A 
Holding Company is a Public Shareholding Company which has financial and 
administrative control over one or more Companies called subsidiary companies”. 
This clearly does not apply to SMEs, and hence, this issue does not feature within 
the questionnaire.  
 
3- Assets held for sales and disposal groups 
All interviewees stated that assets held for sales were not relevant to the SME 
context.   
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4- Whether a combined statement of income and retained earnings is permitted 
or not 
All interviewees stated that making a combined statement of income and retained 
earnings is prohibited under the Full IFRS.  
Regarding the proposal under the IFRS for SMEs to permit a combined statement 
in circumstances where a change in equity during the financial year was caused by 
profit or loss, payment of dividends, correction of prior period errors, or changes in 
accounting Policy [IFRS for SMEs 3.17-3.18 and 6.4-6.5], only EY3, A2, and AF2 
showed their willingness for this proposal to be included. In their opinion, this change 
would significantly simplify the preparation of these statements. However, the rest 
of the interviewees rejected this proposal as it is not suitable if the entity has any 
other comprehensive income, which may lead to reduction in the comparability 
among the same size entities whereas some entities prepared the combined 
statement while other do not, as it is impractical if the company has other 
comprehensive income.   
 
5- Investment property that is accounted as PPE. 
The majority of interviewees considered this issue to be applicable within the SME 
context, although A1 and AF1 indicated that companies rarely disclose the fair value 
of these investments.  
With regard to the suggestions under the IFRS for SMEs to exempt companies from 
this requirement, although all respondents agreed on the proposal due to the 
substantial simplification and the reduction in effort, time, and cost (as the fair value 
cannot be determined reliably without incurring undue cost and effort), EY2, EY3, 
EY5, A2, and AF2 expressed some concern about the reliability of financial 
information, which they thought had the potential to be reduced by the change, and 
which they thought would be a worry for investors. Thus, EY2, EY3, and A2 
preferred to maintain a reasonable balance between cost and benefit that would 
involve disclosing the fair value if only that value could be determined reliably 
without undue cost and effort. 
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6- Disclosing the accounting policy pertaining to government grants 
All interviewees referred to the fact that in general, the Jordanian government does 
not donate to business in the form of grants, and that as this is unlikely to occur, 
they preferred to exclude reference to government grants from the content of 
standards applying to SMEs. Accordingly, this issue was excluded from the 
questionnaire.  
 
7- Disclosure regarding the effect of changes in standards already issued but 
not yet effective 
This issue was deemed as relevant to SMEs by the interviewees. Only AF1 agreed 
with the proposal under the IFRS for SMEs to exempt SMEs from disclosing these 
effects on the grounds that it would reduce the amount of unnecessary disclosures, 
and thereby save both effort and cost. On the other hand, even though the remaining 
interviewees rejected this suggestion, they did consider it necessary as a means of 
enhancing the adequacy and reliability of financial information. EY1, A2, AF1, and 
AF2 were concerned about two issues pertaining to the cost and benefit trade-off as 
well as the balance between reliability and understandability, since their belief was 
that some stakeholders would not be able to understand the disclosure.  
 
8- Dividends declared after the end of the reporting period 
As highlighted by the majority of interviewees, this issue is relevant to some SMEs 
that are formed as limited liability companies, or private shareholder companies. 
However, both A1 and A2 stated that this issue had low relevance within the SME 
context. 
Regarding the suggestion under the IFRS for SMEs not to recognise these 
dividends as a liability, but to present the amount of dividends separately in retained 
earnings, all interviewees, with three exceptions, perceived this as increasing the 
transparency of financial information. However, EY1, EY4, and A2 preferred to 
comply with the Full IFRS in which the dividends are neither recognised as a liability, 
nor presented separately in retained earnings, as they believed this would increase 
the difficulties in preparing the retained earnings statement  
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4.3.2 Differences between the IFRS for SMEs and the Full IFRS regarding 
the simplification of options, measurements and recognitions 
 
4.3.2.1 First: Joint venture, associate, and business combination 
All of the topics pertaining to joint venture, associate, and business combination 
were described by all the interviewees as being irrelevant in the context of Jordanian 
SMEs. 
 
4.3.2.2 Second: Employees’ benefits 
Likewise, all interviewees indicated this topic as being irrelevant since all companies 
participate in the Jordanian social insurance scheme. EY1, EY2, and EY5 added 
that as a result of the absence of an effective labour union in Jordan, companies are 
compelled to present the details relating to employee benefit, and because they 
comply with the local social insurance requirement, they do not adhere to the 
requirement under the Full IFRS. Additionally, they stated that only the Arab Potash 
Company which is a public company, and some banks comply with the requirement 
of the Full IFRS regarding employee benefits. Consequently, all the issues 
pertaining to employee benefits, such as deferral of actuarial gain and losses of 
defined benefit pension plan, the use of the projected unit credit method for defined 
benefit obligations and related expenses, discounting for defined contribution 
benefit, and spreading the past service cost over many periods, were deemed 
inappropriate for the questionnaire and therefore, not included. 
 
4.3.2.3 Third: Other elements making up the statement of financial position      
1-  Share based payment 
All interviewees emphasised this as an irrelevant topic in the Jordanian SME 
context, and hence, there were no questions concerning it on the questionnaire.  
2- Exemptions for transactions related to combination or acquiring goods or 
services under a contract 
Similarly, all interviewees considered this an irrelevancy in respect of Jordanian 
SMEs and, therefore, there were no questions about this suggestion on the 
questionnaire. 
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3- Measuring investment property 
In the case of measuring investment property, all the interviewees perceived this as 
relevant to SMEs. With respect to the suggestion under the IFRS for SMEs to do 
this according to circumstances which might compel them one way or the other, 
rather than to allow SMEs the choice irrespective of the circumstances, of using the 
cost or fair value model, it was believed that the fair value model should only be 
used in the profit or loss account if the fair value can be measured without undue 
cost or effort, otherwise, the cost-depreciation-impairment method should be used 
[IFRS for SMEs 16.7-16.8]. This was considered to be preferable to measuring the 
investment property either by the cost or fair value model [IAS 40.30]. The majority 
of interviewees believed that the common practice was to measure these 
investments based on the cost model, and hence, that the introduction of the ability 
to use the fair value model would decrease comparability and simultaneously 
involve high costs. However, both A1 and A3 stated that as this suggestion provides 
companies with the option to use either model, it is pointless reducing the options 
because entities can give more priority to measuring these investments based on 
fair value if this is possible, before proceeding to the cost model option, and this 
strategy would ultimately enhance the reliability of accounting information.  
 
4- Property, plant, and equipment measurement and recognition 
All interviewees indicated the relevance of this topic to Jordanian SMEs. Regarding 
the suggestion under the IFRS for SMEs to use the cost model instead of the option 
to use either the revaluation model or the cost model under the Full IFRS, 
interviewees A1, A3, and EY3 expressed their preference not to restrict the 
preparers and reduce the options given to companies on the grounds that this would 
undermine the reliability of accounting information. They also believed that a fair 
value assessment of non-current assets provides relevant information to 
stakeholders if analysed prudently, as this reflects to some extent, the ability of 
companies to convert such assets into cash. A3 also added that some managers 
might prefer to use the revaluation model when the value of property increases 
dramatically. EY3 indicated a preference to recognise a reasonable balance 
between cost and benefit. The remaining interviewees said that the common 
practice was to measure these investments using the cost model and therefore, the 
use of the fair value approach would decrease comparability and be much more 
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costly. The same outcome also emerged in respect of intangible assets. In this case, 
EY1 stated that whilst the use of the revaluation model is more beneficial for 
stakeholders, the cost of its implementation is extremely high since an valuer firm is 
required to actually re-evaluate the assets. He also added that companies should 
only invoke the revaluation model if there is an indication of impairment, since this 
approach would protect the shareholders and at the same time, maintain due 
prudence by only using the cost model when the fair value of assets exceeds the 
cost paid to acquire them. However, EY1 also expressed concern about the use of 
the cost model for intangible assets as is later highlighted when discussing the issue 
of these assets. EY2 considered the revaluation model as cost-intensive even 
though the market price is determined. He further added that this proposal would 
enhance the consistency across periods.  
 
5- Assets that depreciate separately 
All interviewees indicated the relevance of this topic to SMEs in Jordan, and most 
agreed with the suggestion under the IFRS for SMEs to account for assets with 
different patterns of expected economic benefit consumption, rather than presenting 
the significant cost of assets compared to total assets. However, two interviewees 
(A1, and A2) rejected this proposal as they believed that its implementation would 
be difficult for SMEs and extremely burdensome as it is characterised by 
subjectivity, rather than relying on numbers to determine the significant cost as 
required under the Full IFRS. That said, the remaining (and a significant majority) 
interviewees expressed the opinion that adherence to the Full IFRS involves using 
the component depreciation and that adds to the costs faced by SMEs. Moreover, 
AF2, A1, and A3 showed that the suggestion in the IFRS for SMEs to mirror the 
taxation requirement by Jordanian tax law, will eventually reduce the likelihood of 
creating either deferred tax assets or liability. EY3 stated that this could suit those 
companies whose assets share the same pattern of expected economic benefit (as 
for example, construction companies).  
 
6- Measuring intangible assets 
The interviewees’ opinions fell into two definite groups in this respect. The first 
group, including EY1, EY2, EY3, EY4, EY5, and A2 considered the intangible assets 
to be relevant to SMEs in Jordan, and especially to manufacturing entities. The 
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second group, however, believed this to be something that rarely happened in 
Jordanian SMEs. In terms of the suggestion under the IFRS for SMEs to measure 
those intangible assets according to the cost model instead of giving SMEs the 
option to choose between the cost or revaluation model, EY2, EY4, EY5, A1, A2, 
AF1, and AF3 indicated that the usual practice is to use the cost model as the 
revaluation approach is costly and not one that makes for an accurate determination 
of the value. These interviewees therefore agreed with the proposal under the IFRS 
for SMEs. In particular, EY2 and EY4 pointed out that the implementation of this 
proposal would simplify preparation, enhance comparability, and reduce the 
information asymmetry. Furthermore, EY2 believed that consistency throughout the 
period would be boosted. However, A1, A3, and EY3 stated that whilst the usual 
practice was to use the cost model, this was partly because the revaluation model 
involves undue costs and effort to revalue these assets, and hence, it was not a 
wise move to restrict the preparers of financial statements, and remove the options 
for companies. These interviewees preferred instead, to analyse the costs and 
benefits when considering which model to use, whilst simultaneously aiming to 
enhance the reliability of accounting information.  Interviewee YE1 supported the 
viewpoint expressed by the former group, but believed that the measurement of 
intangible assets developed internally (rather than being purchased) according to 
cost would not be favoured by management. However, he stated that a cost-benefit 
analysis of the model reveals that the cost model is much simpler and does not imply 
incurring extra costs to determine the fair value. Y5 added that there was no need 
for companies to use the fair value model, especially in cases where they did not 
intend to sell their assets. Furthermore, EY2 considered there to be an evident 
degree of uncertainty pertaining to intangible assets, particularly regarding SMEs 
that rely on a single line of service or on a single major product line, since in these 
circumstances it is a challenge to differentiate the intangible assets from the original 
goodwill. Thus, he claimed that the uncertainty regarding revaluation outweighed 
the advantages obtained by external users from a presentation of the revalued 
numbers. 
7- Some issues pertaining to intangible assets other than goodwill 
Given that the proposals regarding intangible assets were deemed relevant to SMEs 
in Jordan as already mentioned, the suitability of certain topics pertaining to SMEs 
in Jordan was investigated, as follows: 
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A-  The useful life of intangible assets 
The majority of interviewees agreed with the proposal under the IFRS for SMEs to 
presume the life of intangible assets to be ten years, rather than to leave this fluid 
(i.e. not to specify any lifespan) as is the case in the Full IFRS. This agreement was 
based on the need for implicit simplification of the methods used to allocate the cost 
of these assets. Interviewee A2 also asserted that this could help in avoiding 
estimations, and thereby exercise more control over management. On the other 
hand, both EY2 and AF2 regarded this as an unwise strategy to adopt as intangible 
assets vary in their lifespan. Furthermore, EY2 stated that this would create secret 
reserves (as is explained in point C).       
 
B-  The potential infinite use of intangible assets  
The finding was the same as with point A. Interviewees EY2 and AF2 indicated that 
some intangible assets would be infinite and hence, there was no point in attempting 
to amortise them, whereas the remaining interviewees (the large majority) indicated 
a preference for simplification, with most of them wanting to regard intangible assets 
as being of low relevance to SMEs in Jordan, a viewpoint which allows for the 
removal of the need for more sophisticated estimations and regular impairment 
tests. 
    
C- Impairment of other-than-goodwill indefinite-life intangible assets   
The IFRS for SMEs propose the amortisation of such assets over ten years and the 
need to test for impairment only when there is an indication of impairment, instead 
of testing for impairment annually. This suggestion was welcomed by all 
interviewees except EY2 and AF2, whose arguments against were centred on the 
fact that the preparation of accounts would be simpler and involve savings resulting 
from the relaxation in the testing of these assets annually for impairment since this 
is a burdensome activity for SMEs that necessitates the substantial exercise of 
judgment. EY3 stated that the amortisation of intangible assets would not deprive 
SMEs’ stakeholders of the financial information needed to evaluate cash flows. 
However, EY2 and AF2 believed that the implementation of this proposal would 
enhance the chances of SMEs creating secret reserves as well as decreasing profit 
and the value of assets, particularly if there were no impairment of these assets. 
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AF2 was also concerned about the reduction in the amount of valuable information 
contained within the financial statements, believing this to be unacceptable both to 
shareholders and users. 
 
8- Annual review of useful life, residual value and depreciation, and amortisation 
methods  
The proposal within the IFRS for SMEs is to exempt these enterprises from the 
annual review of the above items, unless it becomes apparent during the year that 
there is considerable variance between the current and last reported value. All 
interviewees with the exception of EY2, A1, and AF2 agreed with this proposal, 
since they believed that the requirement to review these estimations annually was 
costly, complicated, and extremely time and effort-consuming for SMEs in Jordan. 
In addition, interviewees stated that companies tend to escape such review in order 
to avoid the creation of any deferred tax assets or liabilities as they try to be in line 
with the tax department’s estimations that specify the estimation according to the 
nature of the asset. However, the three interviewees who disagreed with the 
proposals (EY2, A1, and AF2) claimed that these assets should be regularly 
reviewed due to rapid developments, especially in technology, since only through 
such regular review can the most recent information enabling the avoidance of any 
over- or underestimation of these assets be obtained.  
 
9- Assessment of leased assets’ impairment  
The IFRS for SMEs propose that the impairment of leased assets must be reviewed 
every reporting date, although this not a requirement under the Full IFRS. On the 
grounds that the implementation of such assessment would increase the burdens 
facing Jordanian SMEs, the majority of interviewees expressed disagreement with 
this proposal, but EY2, EY4, A2, and AF2 reported different views. They argued that 
the review as proposed within the IFRS for SMEs would increase the reliability of 
accounting information and would not represent a burden in terms of effort, time and 
cost.  
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10-  Recognition of the cost incurred by manufacturers or dealers in arranging 
or negating leases 
This topic was considered relevant to Jordanian SMEs as indicated by some 
interviewees who agreed with the suggestion embodied within the IFRS for SMEs 
to expense the costs incurred by manufacturers or dealers in arranging and negating 
leases, instead of capitalising them. In this respect, EY1, EY2, EY4, A1, A2, and A3 
showed their preference to implement this proposal as they believed it represents a 
major simplification of the current process. However, EY3 and AF1 remained neutral 
in their opinions, welcoming the simplification on the one hand, but simultaneously 
sharing the opinions expressed by both EY5 and AF2 who rejected the idea on the 
grounds that they preferred not to charge such expenses to one financial period, but 
to allocate them to several periods when being capitalised. Additionally they were 
anxious about the inevitable decrease in the amounts of both profit and assets in 
the first period were these costs to be expensed instead of capitalised. AF2 
expressed the concern that this may result in the creation of a deferred tax account, 
which is not a welcome situation for companies, and especially if this cost is material. 
   
11- Operating lease payment when payments are organised to rise in line with 
anticipated inflation  
Interviewees indicated that the operating lease topic is indeed relevant to Jordanian 
SMEs. The proposed IFRS for SMEs include exemption from using the straight-line 
method when payments are organised to rise in line with anticipated inflation, unlike 
in the Full IFRS which does not make such exemption available. Six interviewees 
rejected this proposal in the belief that it would simplify the preparation of financial 
statements, and would also reduce the reliability of accounting information for 
forecasting, because the elimination of the straight-line method would also remove 
any reflection of inflation. In contrast, however, EY3, A2, AF1, and AF2 considered 
this proposal to represent a major simplification, which did not imply any negative 
impact upon reliability as the information reduced is immaterial, as noted by A2.  
 
12- Using the fair value method in accounting for agriculture  
All interviewees agreed on the proposal within the IFRS for SMEs to reduce the use 
of fair value through profit or loss for SMEs in agriculture. They believed this to be 
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especially pertinent when fair value cannot be determined without undue cost or 
effort, a situation which is not catered for under the Full IFRS that presume fair value 
can be reliably measured. The reason for such agreement was that the use of the 
fair value approach is still available for companies providing that the fair value can 
be determined without incurring cost or effort. Hence, the reliability of accounting 
information can be reached without any cost or the cost method can be exercised. 
However, Y1 and AF2 suggest that the fair value options must be suspended to 
ensure consistency across periods, and among assets themselves.    
 
13- Exploration expenditure in extractive industries  
This topic was perceived by all interviewees as having no relevance to SMEs in 
Jordan. In particular, EY1 stated that there are no companies whatsoever working 
in this field as only government entities are involved such industry. 
 
14- Using the most recent purchase price to approximate the cost of inventories 
All interviewees stated that this was not permitted under the Full IFSR. However, 
regarding the proposal to include this practice within the IFRS for SMEs, seven 
interviewees indicated a willingness to support the idea, believing it to provide 
stakeholders with the most recent information. EY3 argued that it would enhance 
the liquidity position of a company, particularly if the price exceeded the cost value. 
EY2 also pointed out that this value can be reliably determined easier than that of 
any other kind of non-current asset that may need appraisal to establish its value. 
So, a reasonable balance between simplification and the reliability of the financial 
information can be recognised by this standard. Conversely, EY5, A1, and A2 were 
apprehensive regarding the possible undermining of prudence as well as the 
potential effort needed to make adjustments to report the change in the most recent 
prices.  
 
15- Indicator for impairment when net assets of an entity are more than its 
market capitalisation. 
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Six interviewees agreed with the proposal to discard the indication of impairment in 
cases where the net assets of an entity exceed its market capitalisation. In the Full 
IFRS, such an excess is considered as an indication for impairment. However, these 
interviewees indicated their agreement for the new proposal because of their 
preference for the greater simplification of the audit that would result from not having 
to perform the impairment test as this in itself is complex and too sophisticated for 
SME employees who do not possess accounting expertise. In contrast, however, 
interviewees EY2, A1, A2, and AF2 believe that the removal of the regulation would 
decrease SMEs’ capability to protect their shareholders and apply the prudence 
constraint. 
 
4.3.2.4 Elements making up the statements of income and other 
comprehensive income  
 
1-  Research and development costs 
All interviewees believed that the degree of relevance of this topic to SMEs in Jordan 
was low since as stated by some participants, very few companies recognise these 
costs. Those that do are chemical companies, electronics companies, and other 
manufacturing companies, but rarely is this practice found in other sectors.      
Similar to the suggestions in point 10, interviewees EY1, EY2, EY4, A1, A2, and A3 
preferred to expense the development costs rather than capitalising them as the 
process is greatly simplified by so doing. Nevertheless, EY3, EY5, AF1 and AF2 
who rejected this proposal felt that it was not appropriate to charge these expenses 
to one financial period and that they preferred instead to allocate them to several 
periods when being capitalised. Additionally they expressed concern about the 
decrease in profit and assets in the first period. Moreover, A2 indicated that this 
would enhance users’ ability to understand and compare the accounts as under the 
Full IFRS the total values are capitalised and thereafter the depreciation pertains 
only to the development cost as the research cost is expensed.  
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2-  Capitalise the borrowing cost  
The interviewees confirmed that this topic does have relevance for SMEs, and 
particularly for real estate, and construction companies. Their evaluation of the 
suitability of the proposal in the IFRS for SMEs to expense the borrowing costs 
instead of capitalising them was the same as with their perceptions regarding the 
proposal under this standard regarding R&D. In addition, EY1 specified that this 
must be adopted for all borrowings like inventory, which is constructed internally 
with the funds that have been borrowed. EY4 also indicated that capitalising these 
costs involves more burdensome administration and entails the use of sophisticated 
systems, neither of which benefits preparers or users. However, EY3 preferred to 
retain the capitalisation approach as it satisfies the needs of particular SMEs, such 
as for instance, when valuing stock in activities throughout a long cycle of 
production. 
 
3- Exchange differences in monetary items that form part of a net investment in 
the foreign operation 
As stated by the majority of interviewees, this topic is moderately applicable to SMEs 
in Jordan, and especially for those engaged in foreign activities. However, a minority 
did say that this issue rarely arises within the general context of SMEs. All 
interviewees agreed on the proposal under IFRS for SMEs as it introduces a 
significant simplification.  
 
4.3.2.5 Issues Not Addressed in the Standards  
Under the Full IFRS, it is permitted to make reference to other standards-setting 
bodies. However, the proposal under the IFRS for SMEs is to disallow any such 
reference, other than to the guidance provided by the Full IFRS. This proposal was 
rejected by the interviewees. In this connection, EY4, and A2 argued that it would 
decrease the flexibility permitted within the Full IFRS. Interviewees EY1, EY3, and 
AF1 preferred to strike a balance between establishing the new standards in a 
standalone format, and permitting reference to other standards-setting institutions 
in respect of certain topics such as financial instruments. The remaining 
interviewees favoured the idea of making the IFRS for SMEs a completely 
standalone document with some exceptions to refer to the guidance of the Full IFRS 
171 
 
in areas where the IFRS for SMEs had been silent and hence, left some topics 
uncovered. AF2 believed that this would reduce the information asymmetry and 
provide the standards with greater focus.  
It is obvious that those series of interviews with a small sample of preparers of 
SMEs’ financial information were useful and rich in assisting the researcher in 
developing the questionnaire survey particularly the questions pertaining to the 
differences between IFRS for SMEs and full IFRS as it was important to determine 
the level of adoption of each topic in Jordanian SMEs context. In addition, they were 
useful to gain deeper understanding regarding the suitability of those relevant topics. 
This enable the researcher reasonably guarantee that only the relevant topics to 
Jordanian SMEs have been included in the questionnaire and the respondents will 
understand the questions regarding these topics  
In order to simplify the linkage between interviews’ results and questionnaires’ 
questions, Table 4.2 summarises the findings from interviews and provides the 
reference to the questions in the questionnaires according to appendix (D). 
Table 4.2 : The findings of the interviews. 
Topic  
R
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Percentage of 
respondents who 
found the proposal 
under IFRS for SMEs 
suitable and why. 
Percentage of 
respondents who 
found the proposal 
under IFRS for SMEs 
not suitable and why. 
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e
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e
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a
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Number of 
comparative 
periods 
Yes  
40%, as it simplify the 
presentation. 
60%, undermining the 
internal comparability. 
14.1 
Consolidate
d financial 
statements 
No    
Assets held 
for sale 
No    
172 
 
Combined 
statement of 
income and 
retained 
earnings 
Yes  
30%, simplify the 
preparation of these 
statements. 
 
70%, it is not suitable if 
the entity has any 
other comprehensive 
income, which may 
lead to reduction in the 
comparability among 
the same size entities. 
14.2 
Investment 
property 
that is 
accounted 
as PPE 
Yes  
100%, because of the 
simplification and the 
reduction in effort, 
time, and cost (as the 
fair value cannot be 
determined reliably 
without incurring 
undue cost and effort). 
However, 50% 
expressed some 
concern about the 
reliability of financial 
information. 
 14.4 
Government 
grant 
No     
Disclosure 
regarding 
the effect of 
changes in 
standards  
 
Yes  
10%, it reduces the 
amount of 
unnecessary 
disclosures, and 
thereby save both 
effort and cost. 
90%, enhancing the 
adequacy and 
reliability of financial 
information. 
14.5 
Dividends 
declared 
after the end 
of the 
Yes  
70%, increasing the 
transparency of 
financial information. 
 
30%, increase the 
difficulties in preparing 
the retained earnings 
statement.  
14.6 
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reporting 
period 
Joint 
venture, 
associate, 
and 
business 
combination 
No    
Employees’ 
benefits 
No     
Share based 
payment 
No     
Combination 
or acquiring 
goods or 
services 
under a 
contract 
No     
Measuring 
investment 
property 
 
Yes  
80%, the common 
practice is to measure 
these investments 
based on the cost 
model, and the 
introduction of the 
ability to use the fair 
value model would 
decrease 
comparability. 
20%, it is pointless 
reducing the options 
and this may lead to 
undermine the 
reliability of accounting 
information. 
14.7 
Property, 
plant, and 
equipment 
measureme
Yes  
70%, the common 
practice is to use the 
cost model and 
therefore, the use of 
30%, do not prefer to 
restrict the preparers 
and reduce the options 
given to companies on 
14.8 
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nt and 
recognition 
the fair value approach 
would decrease 
comparability and be 
much more costly. 
the grounds that this 
would undermine the 
reliability of accounting 
information. 
Assets that 
depreciate 
separately 
 
Yes  
80%, reduce the cost 
and burdens face 
SMEs. 
20%, implementation 
would be difficult for 
SMEs and extremely 
burdensome as it is 
characterised by 
subjectivity. 
14.9 
Measuring 
intangible 
assets 
 
Yes  
70%, the common 
practice is to use the 
cost model as the 
revaluation approach 
is costly and not one 
that makes for an 
accurate determination 
of the fair value without 
incurring undo cost or 
efforts.  
30%, it is not a wise to 
restrict the preparers 
of financial statements, 
They were aiming to 
enhance the reliability 
of accounting 
information. 
14.12 
The useful 
life of 
intangible 
assets 
 
 
Yes  
80%, implicit 
simplification of the 
methods used to 
allocate the cost of 
these assets and could 
help in avoiding 
estimations. 
20%, assets vary in 
their lifespan. And it 
could lead to create 
secret reserves. 
14.13 
The 
potential 
infinite use 
of intangible 
assets  
Yes  
 
 
Yes  
80%, more 
simplification and 
avoid subjectivity.  
 
20%, indicated that 
some intangible assets 
would be infinite. 
 
14.11 
 
 
14.10 
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Impairment 
of other-
than-
goodwill 
indefinite-
life 
intangible 
assets   
 
80%, preparation is 
simpler and involve 
savings resulting from 
the relaxation in the 
testing of these assets 
annually for 
impairment since this 
is a burdensome 
activity for SMEs that 
necessitates the 
exercise of judgment. 
20%, may create 
secret reserves as well 
as decrease profit and 
the value of assets, 
particularly if there 
were no impairment of 
these assets.  
Also it may result in 
reduction in the 
amount of valuable 
information. 
Annual 
review of 
useful life, 
residual 
value and 
depreciation
, and 
amortisation 
methods  
 
Yes  
70%, annual review is 
costly, complicated, 
and extremely time 
and effort-consuming. 
 
30%, should be 
regularly reviewed due 
to rapid developments, 
especially in 
technology, since only 
through such regular 
review can the most 
recent information 
enabling the avoidance 
of any over- or 
underestimation of 
these assets be 
obtained. 
14.14 
Assessment 
of leased 
assets’ 
impairment  
Yes  
40%, would increase 
the reliability of 
accounting 
information. 
60%, represent a 
burden in terms of 
effort, time and cost. 
14.15 
Recognition 
of the cost 
incurred by 
manufacture
rs or dealers 
Yes  
60%, represents a 
major simplification of 
the current process. 
20%, neutral in their 
opinions (share the 
20%, they preferred 
not to charge such 
expenses to one 
financial period, but to 
allocate them to 
14.16 
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in arranging 
or negating 
leases. 
two side points of 
view). 
several periods when 
being capitalised. 
Operating 
lease 
payment 
when 
payments 
are 
organised to 
rise in line 
with 
anticipated 
inflation. 
Yes  
40%, introduce major 
simplification 
60%, reduce the 
reliability of accounting 
information.  
  
14.17 
Using the 
fair value 
method in 
accounting 
for 
agriculture  
Yes  
80%, fair value cannot 
be determined without 
undue cost or effort. 
 
20%, fair value options 
must be suspended to 
ensure consistency 
across periods, and 
among assets 
themselves.    
14.18 
Exploration 
expenditure 
in extractive 
industries 
No     
Using the 
most recent 
purchase 
price to 
approximate 
the cost of 
inventories 
Yes  
70%, provides 
stakeholders with the 
most recent 
information. 
 
30%, undermining of 
prudence as well as 
the potential effort 
needed to make 
adjustments to report 
the change in the most 
recent prices. 
14.19  
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Indicator for 
impairment 
when net 
assets of an 
entity are 
more than 
its market 
capitalisation 
 
Yes  
60%, more 
simplification resulting 
from not having to 
perform the 
impairment test as this 
in itself is complex and 
too sophisticated for 
SME employees. 
40%, decrease SMEs’ 
capability to protect 
their shareholders and 
apply the prudence. 
14.20 
Research 
and 
developmen
t costs 
 
Yes  60%, simpler  
40%, do not prefer to 
charge these 
expenses to one 
financial period and 
that they preferred 
instead to allocate 
them to several 
periods when being 
capitalised 
14.22 
Capitalise 
the 
borrowing 
cost  
 
Yes  
60%, greater 
simplification.  
40%, capitalising these 
costs involves more 
burdensome 
administration and 
entails the use of 
sophisticated systems. 
And do not prefer to 
charge these 
expenses to one 
financial period. 
14.21 
Exchange 
differences 
in monetary 
items that 
form part of 
Yes  
100%, it introduces a 
significant 
simplification.  
 14.23 
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a net 
investment 
in the 
foreign 
operation 
 
Issues Not 
Addressed 
in the 
Standards  
 
Yes  
10%, reduce the 
information asymmetry 
and provide the 
standards with greater 
focus. 70% prefer to 
maintain a balance 
between being a 
completely standalone 
document and allowing 
the references to other 
stander setters.      
20%, decrease the 
flexibility 
14.24 
          
4.4 Summary 
 
This chapter has considered the feedback obtained from the ten auditors who were 
interviewed prior to the development of the questionnaire. Their opinions were 
sought essentially on the differences between the two sets of standards – the Full 
IFRS with which they were all familiar, as required by the JACP of which they must 
be members to practice – and the proposed standards for small and medium-sized 
enterprises, the IFRS for SMEs. It has been shown in the chapter that much variation 
in the two sets of standards is evident, and that differing opinions were provided by 
the auditors.  Nonetheless, on the basis of the information obtained, it was possible 
to construct a questionnaire which, being informed by the engagement of experts 
(auditors) can be said to be a reliable and valid instrument.  In the following chapter, 
the results obtained from questionnaire are analyzed.  
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5.1 Introduction: 
 
In this chapter, the results of questionnaire survey related to financial managers of 
SMEs and auditors are analysed. This chapter begins with the outputs from factor 
analysis and Cronbach Alpha test followed by the characteristics of the sample 
respondents’ profile and firms’ characteristics. In turn, each pre-set objective is 
independently analysed in sequence order. The analysis is comprised of two main 
parts; descriptive and comparative statistical analysis.  
5.2 Factor analysis and Reliability  
 
The validity and reliability of research instruments are vital for the purpose of 
ensuring the consistency of results over time and under various situations, for 
instance, by a different group of respondents (Field, 2009), as well as confirming 
that the measurements are more likely to measure what they intend to measure and 
reflect the reality (Saunders et al., 2009).  Therefore, numeric procedures have been 
undertaken, which were already covered in section (3.12.3). In addition to the 
aforementioned techniques, factor analysis and Cronbach’s alpha test are also 
performed to confirm validity and reliability respectively.  
Factor analysis is performed in order to minimise the number of variables to a 
manageable number of variables  and allocate them into suitable constructs or a 
certain subscale including underlying variables that are considerably easier to digest 
and interpret, while the Cronbach’s alpha test refers to the correlation of a single 
question in the questionnaire to the other questions across the questionnaire or 
across each subscale within the questionnaire, which reveals the consistency of 
responses (Field, 2009, Saunders et al., 2009). 
5.2.2 The output of Factor analysis and Cronbach’s Alpha tests:  
 
Owing to the need for abbreviating the questions in order to minimise the number of 
words and simplify the view and analysis, appendix (D) exhibits the numbers used 
instead of words of entire questions. These numbers consist of the main construct’s 
number as well as the fraction that represents the number of the particular questions 
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within the pertinent construct. For example, question 10 that is how often the 
following users use your enterprise's financial information are replaced by Q10 and 
all categories within question 10 are fractionized according to their classification 
separately, like replacing manager within this question with Q10.4.  
As aforementioned regarding the particularity of the predetermined constructs by 
the researcher, each construct was subjected to PAC independently. The result of 
both factor analysis and Cronbach’s alpha tests for each construct are presented 
below as follow: 
Construct one: that represents question number 11, which encompasses potential 
problems that might face SMEs’ financial information users.     
As exhibited in appendix (E), PCA was conducted on the 19 questions with oblique   
rotation (Direct Oblimin) using SPSS 21 software. The Kaiser–Meyer–Olkin 
measure confirmed the adequacy of sample for the factor analysis, KMO equal.842 
(‘great’ based on  Field (2009), Hutcheson and Sofroniou (1999), moreover, all 
values of KMO for all separate questions were > .699 whereas only 3 values out of 
19 were below .8 that is deemed well above both preferable cut off point of .6 
(Tabachnich and Fidell, 2007) as well as the acceptable limit of .5 (Field, 2009, 
Kaiser, 1974). Bartlett’s test for sphericity χ² (171) = 4919.396, p < .000, showed 
that correlations among questions were sufficiently great for PCA. A preliminary 
analysis has been run to present eigenvalues for each factor in the construct. Four 
components had eigenvalues more than Kaiser’s criterion of 1 whereas these 
components explained cumulatively 60.57% of the variance as shown in appendix 
(E, table 2). 
After depicting scree plot as shown in appendix (E, Graph 1), an obvious break was 
detected after the fourth component. Thus, (Cattell, 1966) scree test was 
implemented, which results in retaining four components. Correspondingly, Parallel 
Analysis confirms the obtained results by both Kaiser’s criterion and Cattell’s scree 
plot, which revealed that only four factors with eigenvalues of more than 1, were 
exceeding the matching criterion values for random generated data matrix (from 
parallel analysis) for the same sample size as illustrated in table (5.1). The result of 
parallel analysis can be displayed in a graph as shown in appendix (E, graph 2), 
taking into account that the points above the horizontal line represent the 
components to be retained.  
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Table 5.1: summary of parallel analysis 
Component 
number 
Actual 
eigenvalues from 
PCA 
criterion values 
from parallel 
analysis 
Decision 
1 5.576622      1.386865 Accept 
2 3.090679      1.312162 Accept 
3 1.611815      1.254715 Accept 
4 1.229236      1.213171 Accept 
5 .959517      1.173408 Reject  
 
The pattern matrix and structure matrix are presented in table (5.2). In addition the 
eigenvalues for each component alongside the Cronbach’s alpha score for each 
construct.  
Table 5.2: Pattern and Structure Matrix for PCA with Oblimin Rotation of four Factor 
Solution.   
 Pattern matrix 
question 
factor 
one 
factor 
two 
factor 
three 
factor 
four 
Q11.17 .833    
Q11.5 .768    
Q11.16 .745    
Q11.19 .682    
Q11.2 .666    
Q11.1 .574    
Q11.6 .556   -.342 
Q11.18 .544    
Q11.12 .487   -.348 
Q11.10 .399    
Q11.15  .775   
Q11.13  .755   
Q11.14  .754   
Q11.11  -.720   
Q11.7  .619   
Q11.9   .837  
Q11.8   .811  
Q11.3    -.839 
Q11.4    -.811 
Eigenvalues 4.9 3 2.2 3.2 
α .868 .357 .774 .858 
 Structure  matrix 
question 
factor 
one 
factor 
two 
factor 
three 
factor 
four 
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Q11.5 .777   -.327 
Q11.17 .767    
Q11.2 .728   -.426 
Q11.19 .696   -.345 
Q11.16 .690  .327  
Q11.6 .689   -.549 
Q11.1 .653   -.456 
Q11.12 .629   -.536 
Q11.18 .595   -.364 
Q11.10 .431  .332  
Q11.15  .804   
Q11.14  .787   
Q11.13  .783   
Q11.11  -.682   
Q11.7  .591   
Q11.9   .847  
Q11.8   .839  
Q11.3 .359   -.872 
Q11.4 .355   -.854 
Eigenvalues 4.9 3 2.2 3.2 
α .868 .357 .774 .858 
 Extraction Method: Principal Component Analysis.  Rotation Method: Oblimin with Kaiser Normalization. 
The overall reliability of second factor indicates bad internal consistency that is .357. 
By deleting Q11.11 as show in appendix (E, table 3) the overall reliability of this 
factor increased to .777 that exceeds the acceptable level of .7. Thereupon, factor 
analysis and parallel analysis have been performed again for the purpose of 
ensuring the suitability of data for factor analysis, confirming the number of factors, 
and ensuring whether the structure of factors are changed or not after deleting 
Q11.11. The results were almost invariable. The scree plot test as shown in 
appendix (E, graph 3) specifies four components to be retained that match the result 
obtained by parallel analysis as shown in table (5.3) and appendix (E, graph 4). 
Table 5.3: summary of parallel analysis 
Component 
number 
Actual 
eigenvalues from 
PCA 
criterion values 
from parallel 
analysis 
Decision 
1 5.561951      1.372797 Accept 
2 2.780756      1.300875 Accept 
3 1.510191      1.246816 Accept 
4 1.206587      1.201109 Accept 
5 .954050      1.163805 Reject  
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Identically, running PCA determines four components had eigenvalues more than 
Kaiser’s criterion of 1 whereas these components explained cumulatively 61.44% of 
the variance. 
 The Kaiser–Meyer–Olkin measure is .838 that is great. Bartlett’s test for sphericity 
χ² (153) = 4692.329, p < .000, revealed that correlations amongst questions were 
sufficiently great for PCA as appeared in appendix (E, table 4). The average 
communality for all 18 items was 0.614, which is considered as a high level of 
communality especially with this large sample size of 605 cases (Field, 2009).    
The pattern matrix and structure matrix are presented in table (5.4). In addition the 
eigenvalues for each component alongside Cronbach’s alpha score for each 
construct.  
Table 5.4: Pattern and Structure Matrix for PCA with Oblimin Rotation of four Factor 
Solution.   
 Pattern matrix 
question 
factor 
one 
factor 
two 
factor 
three 
factor 
four 
Q11.17 .831    
Q11.16 .768    
Q11.5 .736    
Q11.19 .653    
Q11.2 .643    
Q11.1 .550   -.339 
Q11.18 .510 .304   
Q11.6 .506   -.406 
Q11.12 .436   -.415 
Q11.10 .429    
Q11.15  .817   
Q11.13  .792   
Q11.14  .790   
Q11.7  .623 .314  
Q11.9   -.830  
Q11.8   -.799  
Q11.3    -.869 
Q11.4    -.821 
Eigenvalues 4.74 2.83 2.04 3.4 
α .868 .777 .774 .858 
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 Structure matrix 
question 
factor 
one 
factor 
two 
factor 
three 
factor 
four 
Q11.17 .776    
Q11.5 .766   -.378 
Q11.2 .722   -.474 
Q11.16 .708  -.312  
Q11.19 .688   -.386 
Q11.6 .667   -.603 
Q11.1 .644   -.496 
Q11.12 .605   -.589 
Q11.18 .580 .352  -.387 
Q11.10 .444  -.305  
Q11.15  .835   
Q11.13  .819   
Q11.14  .813   
Q11.7  .579   
Q11.9   -.846  
Q11.8   -.829  
Q11.3 .322   -.878 
Q11.4 .316   -.849 
Eigenvalues 4.74 2.83 2.04 3.4 
α .868 .777 .774 .858 
 Extraction Method: Principal Component Analysis.  Rotation Method: Oblimin with Kaiser Normalization. 
It is evident that the factors encompass the same structure after deleting Q11.11, 
the questions which cluster on the same factor suggest that factor 1 represents 
problems associated with lack of expertise and financial information uses, factor 2 
is attributed to problems regarding preparation of financial report, factor 3 complexity 
of measurement and recognition, and finally factor 4 represents the costs of both 
bookkeeping and audit.   
Construct two: that represents question number 14, which indicates the 
perceptions of managers and auditors regarding their agreements on several 
proposed topics under IFRS for SMEs in comparison with full IFRS.  
In view of facilitating the reading, all results before and after deleting any item if any 
will be presented into tables as follows: 
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Table 5.5: primary factor analysis results.  
Test result 
Note and (justification if 
there is a need) 
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KMO .727 Good (table 6) 
Bartlett’s 
test for 
sphericity 
χ² (276) = 
4821.695, 
p < .000 
Significant (table 6) 
Average of 
communality 
.624 
Above the preferable level 
of .6 
 
Number of factors 
based on Kaiser’s 
criterion 
7 
Tend to overestimate the 
number of factors to be 
retained (Zwick and Velicer, 
1986, Hubbard and Allen, 1986) 
(table 7) 
% variances by all 
factor 
62.418%  (table 7) 
Number of factors 
based on scree plot 
5  (graph 5) 
Number of factor 
based parallel 
analysis 
5 Also refer to table (3.23) (graph 6) 
 
Table 5.6: summary of parallel analysis 
Component 
number 
Actual 
eigenvalues from 
PCA 
criterion values 
from parallel 
analysis 
Decision 
1 3.851462 1.451721 Accept 
2 3.267060 1.375157 Accept 
3 2.061931 1.321347 Accept 
4 1.941803 1.277055 Accept 
5 1.661807 1.237769 Accept 
6 1.147858 1.202445 Reject 
 
Consequently, factor analysis will be rerun, but with determining the number of 
components to be extracted, which is 5 factors as specified by both scree plot and 
parallel analysis. The outputs as to assessing the suitability of data for PAC will be 
exactly invariable except the average communality that became 0.53, which still 
exceeds the acceptable level especially with this large sample size. On the other 
hand, the total variances explained reduced to 53.267% due to waiving the last two 
factors that their eigenvalues were low compared to other retained five factors as 
shown in appendix (E, table 8).  
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The pattern matrix and structure matrix are presented in table (5.7). In addition the 
eigenvalues for each component alongside the Cronbach’s alpha score for each 
construct.  
Table 5.7: Pattern and Structure Matrix for PCA with Oblimin Rotation of four Factor 
Solution.   
 Pattern matrix 
question 
factor 
one 
factor 
two 
factor 
three 
Factor 
four 
factor 
five 
Q14.2 .896     
Q14.1 .893     
Q14.3 .794     
Q14.4 .720     
Q14.23      
Q14.22  .825    
Q14.21  .802    
Q14.16  .743    
Q14.5  .703    
Q14.24  .532    
Q14.17  .529    
Q14.12   .863   
Q14.8   .858   
Q14.7   .720   
Q14.19   .415   
Q14.11    .821  
Q14.13    .819  
Q14.10    .780  
Q14.6      
Q14.20     -.834 
Q14.14     -.771 
Q14.9     -.691 
Q14.15     .393 
Q14.18      
Eigenvalues 3.14 3.22 2.62 2.23 2.164 
α .865 .789 .712 .771 .311 
 Structure matrix  
question 
factor 
one 
factor 
two 
factor 
three 
Factor 
four 
factor 
five 
Q14.1 .886     
Q14.2 .883     
Q14.3 .809     
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Q14.4 .736     
Q14.23      
Q14.22  .798    
Q14.21  .771    
Q14.16  .732    
Q14.5  .714    
Q14.17  .567    
Q14.24  .543    
Q14.6  -.342  .305  
Q14.8   .858   
Q14.12   .842   
Q14.7   .719   
Q14.19   .434   
Q14.11    .830  
Q14.13    .821  
Q14.10    .784  
Q14.20     -.831 
Q14.14     -.743 
Q14.9     -.720 
Q14.15     .420 
Q14.18      
Eigenvalues 3.14 3.22 2.62 2.23 2.164 
α .865 .789 .712 .771 .311 
 Extraction Method: Principal Component Analysis.  Rotation Method: Oblimin with Kaiser Normalization. 
The overall reliability of fifth factor indicates weak consistency that is .311. By 
deleting Q14.15 as show in appendix (E, table 9) the overall reliability of this factor 
increased to .708 that is above.7. Thereupon, factor analysis and parallel analysis 
have been performed again for the purpose of ensuring the suitability of data for 
factor analysis, confirming the number of factors, and ensuring whether the structure 
of factors are changed or not after deleting Q14.15, Q14.18, Q14.23, and Q14.6 as 
the later three items are not correlated with other items within any factor as 
presented in table (5.7).  
The results were almost invariable. The scree plot test as shown in appendix (graph 
7) determined also five components to be retained that match the result obtained by 
parallel analysis as shown in table (5.8) and appendix (E, graph 8). 
 
 
189 
 
Table 5.8: parallel analysis 
Component 
number 
Actual 
eigenvalues from 
PCA 
criterion values 
from parallel 
analysis 
Decision 
1 3.749361 1.404023 Accept 
2 3.124453 1.327132 Accept 
3 2.043779 1.272962 Accept 
4 1.909890 1.228307 Accept 
5 1.599854 1.191075 Accept 
6 .934719 1.153122 Reject 
 
The results after deleting the aforementioned items are presented in table (5.9), also 
the pattern matrix and structure matrix are presented in table (5.10). 
 
Table 5.9: factor analysis results after deleting items.  
Test result 
Note and (justification if 
there is a need) 
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KMO .73 Good (table 10) 
Bartlett’s 
test for 
sphericity 
χ² (190) = 
4581.251, 
p < .000 
Significant (table 10) 
Average of 
communality 
0.593375 
Above the acceptable level 
of .5 
 
Number of factors 
based on Kaiser’s 
criterion 
5 
Tend to overestimate the 
number of factors to be 
retained (Zwick and Velicer, 
1986, Hubbard and Allen, 
1986) 
(table 11) 
% variances by all 
factor 
62.137%  (table 11) 
Number of factors 
based on scree plot 
5  (graph 7) 
Number of factor 
based parallel 
analysis 
5 Also refer to table (3.25) (graph 8) 
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Table 5.10: Pattern and Structure Matrix for PCA with Oblimin Rotation of four 
Factor Solution.   
 Pattern matrix 
question 
factor 
one 
factor 
two 
factor 
three 
Factor 
four 
factor 
five 
Q14.2 .899     
Q14.1 .897     
Q14.3 .806     
Q14.4 .722     
Q14.22  .838    
Q14.21  .808    
Q14.16  .749    
Q14.5  .708    
Q14.17  .545    
Q14.24  .483    
Q14.12   .857   
Q14.8   .857   
Q14.7   .714   
Q14.19   .415   
Q14.13    .835  
Q14.11    .830  
Q14.10    .791  
Q14.20     -.850 
Q14.14     -.820 
Q14.9     -.682 
Eigenvalues 3.16 3.1 2.6 2.22 2.19 
α .865 .789 .712 .771 .708 
 Structure matrix  
question 
factor 
one 
factor 
two 
factor 
three 
Factor 
four 
factor 
five 
Q14.1 .904     
Q14.2 .898     
Q14.3 .814     
Q14.4 .735     
Q14.22  .805    
Q14.21  .783    
Q14.16  .744    
Q14.5  .720    
Q14.17  .574    
Q14.24  .521    
Q14.8   .863   
Q14.12   .843   
Q14.7   .712   
Q14.19   .433   
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Q14.11    .844  
Q14.13    .827  
Q14.10    .793  
Q14.20     -.859 
Q14.14     -.774 
Q14.9     -.722 
Eigenvalues 3.16 3.1 2.6 2.22 2.19 
α .865 .789 .712 .771 .708 
 
It is obvious that the factors include the same structure after deleting Q14.6, Q14.15, 
Q14.18, and Q14.23.   
The items that cluster on the same factor suggest that factor 1 represents 
presentation issues, factor 2 is attributed to expensing instead of capitalising, lease 
accounting, and standards issues, factor 3 the choice for measuring assets, and 
factor 4 represents intangible assets issues, while factor 5 is related to other issues 
such as estimations, impairment, and depreciation.   
Construct three: that represents question number 15, which indicates the 
perceptions of managers and auditors regarding their agreements on the main 
concept of IFRS for SMEs and their willingness to adopt IFRS for SMEs.  
PAC was conducted on 7 items and the primary results is displayed in table (5.11). 
Table 5.11: primary factor analysis results.  
Test result 
Note and (justification if 
there is a need) 
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KMO .581 
Above the acceptable level 
of .5 which is considered to 
be mediocre (Hutcheson 
and Sofroniou,1999)(field, 
2009) 
(table 12) 
Bartlett’s test 
for sphericity 
χ² (21) = 
1870.154, 
p < .000 
Significant (table 12) 
Average of 
communality 
0.776 
Above the preferable level 
of .6 
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Number of factors 
based on Kaiser’s 
criterion 
3 
Tend to overestimate the 
number of factors to be 
retained (Zwick and Velicer, 
1986, Hubbard and Allen, 
1986) 
(table 13) 
% variances by all 
factor 
77.56%  (table 13) 
Number of factors 
based on scree plot 
2  (graph 9) 
Number of factor 
based parallel 
analysis 
2 Also refer to table (3.29) (graph 10) 
 
Table 5.12: summary of parallel analysis 
Component 
number 
Actual 
eigenvalues from 
PCA 
criterion values 
from parallel 
analysis 
Decision 
1 2.475799      1.209207 Accept 
2 1.935811      1.130672 Accept 
3 1.017825      1.073009 Reject  
 
Consequently, factor analysis will be rerun, but with determining the number of 
components to be extracted, which is 2 factors as specified by both scree plot and 
parallel analysis. The results regarding assessing the suitability of data for PAC will 
be exactly invariable except the average communality that became 0.63, which is 
still exceeds the preferable level. However, the total variances explained reduced to 
63.023% due to waiving the last factors that do not explain the high numbers as 
other retained two factors as shown in appendix (E, table 15).  
   
The pattern matrix and structure matrix are presented in table (5.13). In addition the 
eigenvalues for each component alongside the Cronbach’s alpha score for each 
construct.  
193 
 
Table 5.13: Pattern and Structure Matrix for PCA with Oblimin Rotation of four 
Factor Solution.   
 Pattern matrix  Structure matrix 
question factor one factor two factor one factor two 
Q15.7 .818  .813  
Q15.6 .800  .804  
Q15.5 .761  .760  
Q15.3 .713  .715  
Q15.4  .953  .940 
Q15.2  .945  .939 
Q15.1  .464  .475 
Eigenvalues 2.43 2.03 2.43 2.03 
α .777 .715 .777 .715 
 Extraction Method: Principal Component Analysis.  Rotation Method: Oblimin with Kaiser Normalization. 
The overall reliability of the fifth factor indicates good internal consistency (Field, 
2009). Thus, there is no need to rerun the factor analysis again since all items were 
strongly correlated into factors and indicate good reliability.  
The items cluster on two factors whereas factor 1 was pertaining to willingness to 
adopt IFRS for SMEs while factor two was attributed with their level of agreement 
with general concepts regarding IFRS for SMEs.  
Construct four: that represents question number 16, which indicates the 
perceptions of managers and auditors regarding the potential positive contributions 
resulted from adopting IFRS for SMEs.  
The primary factor analysis’ results are presented below in table (5.14): 
Table 5.14: primary factor analysis results.  
Test result 
Note and (justification if 
there is a need) 
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KMO .918 superb (table 16) 
Bartlett’s 
test for 
sphericity 
χ² (351) = 
12619.195, 
p < .000 
Significant (table 16) 
Average of 
communality 
0.727 
Above the preferable level 
of .6 
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Number of factors 
based on Kaiser’s 
criterion 
6 
Tend to overestimate the 
number of factors to be 
retained (Zwick and Velicer, 
1986, Hubbard and Allen, 
1986) 
(table 17) 
% variances by all 
factor 
72.667%  (table 17) 
Number of factors 
based on scree plot 
5  (graph 11) 
Number of factor 
based parallel 
analysis 
5 Also refer to table (3.32) (graph 12) 
 
Table 5.15: summary of parallel analysis 
Component 
number 
Actual 
eigenvalues from 
PCA 
criterion values 
from parallel 
analysis 
Decision 
1 10.629527      1.464739 Accept 
2 3.305448      1.391857 Accept 
3 1.799672      1.341009 Accept 
4 1.504693      1.296529 Accept 
5 1.275017      1.260895 Accept  
6 1.105792      1.226088 Reject 
 
As a result, performing factor analysis one more time is vital with specifying the 
number of components to be extracted, which are 5 factors as indicated by both 
scree plot and parallel analysis. The outputs as to assessing the suitability of data 
for PAC were the same except the average communality that decreased to 0.686, 
which still exceeds the preferable level of .6, see appendix (E, table 18). By the 
same token, the total variances explained slightly reduced to 68.57% due to not 
including the last factor as its eigenvalue value was relatively low compared to the 
other retained five factors. In addition it explains less than other factors regarding 
total variances as shown in appendix (E, table 19).  
The pattern matrix and structure matrix are presented in table (5.16). In addition the 
eigenvalues for each component alongside the Cronbach’s alpha score for each 
construct.  
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Table 5.16: Pattern and Structure Matrix for PCA with Oblimin Rotation of four 
Factor Solution.   
 Pattern matrix  
Question 
factor 
one 
factor 
two 
factor 
three 
factor 
four 
Factor 
five 
Q16.4 .944     
Q16.12 .942     
Q16.7 .916     
Q16.26 .840     
Q16.13 .765     
Q16.16 .688     
Q16.17 .633     
Q16.15 .417   .333  
Q16.24  -.921    
Q16.5  -.902    
Q16.25  -.892    
Q16.6  -.861    
Q16.14  -.828    
Q16.10  -.794    
Q16.1  -.717    
Q16.11  -.713    
Q16.28   .816   
Q16.27   .792   
Q16.18    .768  
Q16.8    .760  
Q16.9    .740  
Q16.21   .403 .409  
Q16.22    .337 .306 
Q16.19     .683 
Q16.2     .638 
Q16.3    -.301 .637 
Q16.20   -.308  .613 
Eigenvalues 8.03 8.45 2.37 3.97 3.28 
α .925 .945 .811 .756 .754 
 Structure matrix  
Question 
factor 
one 
factor 
two 
factor 
three 
factor 
four 
 
Q16.4 .907 -.413    
Q16.12 .896 -.400    
Q16.7 .874 -.419    
Q16.26 .843 -.416  .305  
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Q16.13 .796 -.431    
Q16.16 .768 -.404  .417  
Q16.17 .703 -.360  .398  
Q16.15 .644 -.485  .514  
Q16.24 .423 -.919   .350 
Q16.25 .422 -.903   .368 
Q16.6 .447 -.890   .350 
Q16.5 .378 -.888   .359 
Q16.14 .431 -.863   .352 
Q16.10 .402 -.813    
Q16.11 .462 -.748    
Q16.1 .448 -.737    
Q16.28   .849   
Q16.27 .311 -.301 .830   
Q16.18 .537 -.353  .862  
Q16.8 .500 -.354  .838  
Q16.9 .518 -.319  .831  
Q16.21   .469 .476  
Q16.22    .345  
Q16.2  -.518 .307  .734 
Q16.19  -.372   .730 
Q16.3  -.442   .701 
Q16.20 .368 -.428   .684 
Eigenvalues 8.03 8.45 2.37 3.97 3.28 
α .925 .945 .811 .756 .754 
Extraction Method: Principal Component Analysis.  Rotation Method: Oblimin with Kaiser Normalization. 
The overall Cronbach’s Alpha of the five retained factors indicates good internal 
consistency (Field, 2009). Hence, rerun PAC again is meaningless because of the 
acceptable loading of all 27 items within the five factors as well as the good internal 
reliability of all factors, which waives the need for eliminating items that 
consequently does not entail performing PAC again.  
The 27 items that represent this construct are clustered on four factors whereas 
factor 1 was pertaining as to how IFRS for SMEs contributes in  simplifying 
preparation and uses of financial information while factor two was attributed with 
their level of agreements regarding the ability of financial information in enhancing 
control and decision process, factor 3 is related to developing standards for Jordan, 
factor 4  was associated with cost incurred by companies, and lastly factor 5 was 
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linked to using financial information for either comparability purposes or financing 
decisions. 
Construct five: that represents question number 17 that examines the perceptions 
of managers and auditors regarding the obstacles may hinder the effective 
application of IFRS for SMEs. The primary factor analysis’ results are presented 
below in table (5.17): 
Table 5.17: primary factor analysis results.  
Test result 
Note and (justification if 
there is a need) 
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KMO .753 good (table 20) 
Bartlett’s 
test for 
sphericity 
χ² (153) = 
4800.622, 
p < .000 
Significant (table 20) 
Average of 
communality 
0.68 
Above the preferable level 
of .6 
 
Number of factors 
based on Kaiser’s 
criterion 
5 
Tend to overestimate the 
number of factors to be 
retained (Zwick and Velicer, 
1986, Hubbard and Allen, 1986) 
(table 21) 
% variances by all 
factor 
68.07%  (table 21) 
Number of factors 
based on scree plot 
5  (graph 13) 
Number of factor 
based parallel 
analysis 
5 Also refer to table (3.35) (graph 14) 
 
Table 5.18: summary of parallel analysis 
Component 
number 
Actual 
eigenvalues from 
PCA 
criterion values 
from parallel 
analysis 
Decision 
1 4.441906      1.373631 Accept 
2 2.503671      1.295150 Accept 
3 2.154196      1.243131 Accept 
4 1.617319      1.200168 Accept 
5 1.535135      1.161045 Accept  
6 .946251      1.128370 Reject  
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As a result of the equalization of the number of factors according to all methods, all 
result will not differ when performing the PAC with determining the number of factors 
to be extracted, which is 5 factors. 
The pattern matrix and structure matrix are presented in table (5.19). In addition the 
eigenvalues for each component alongside the Cronbach’s alpha score for each 
construct.  
Table 5.19: Pattern and Structure Matrix for PCA with Oblimin Rotation of four 
Factor Solution.   
 Pattern matrix 
question 
factor 
one 
factor 
two 
factor 
three 
Factor 
four 
factor 
five 
Q17.14 .810     
Q17.15 .766     
Q17.3 .729     
Q17.16 .723     
Q17.13 .709     
Q17.8 .670 -.306    
Q17.7 .659    .347 
Q17.6  .933    
Q17.17  .912    
Q17.5  .794    
Q17.2   .828   
Q17.4   .802   
Q17.1   .636   
Q17.10   .537   
Q17.12    .928  
Q17.11    .926  
Q17.18     -.799 
Q17.9     -.789 
Eigenvalues 4.06 2.71 2.34 2.11 1.86 
α .858 .868 .700 .868 .720 
 Structure matrix  
question 
factor 
one 
factor 
two 
factor 
three 
Factor 
four 
factor 
five 
Q17.15 .808    -.325 
Q17.14 .807     
Q17.3 .742  .344   
Q17.16 .727    -.305 
Q17.13 .721     
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Q17.8 .685 -.414    
Q17.7 .647  .317   
Q17.6  .928    
Q17.17  .904    
Q17.5  .811    
Q17.2   .826   
Q17.4   .780   
Q17.1   .642   
Q17.10   .545   
Q17.11    .931  
Q17.12    .930  
Q17.18     -.799 
Q17.9     -.795 
Eigenvalues 4.06 2.71 2.34 2.11 1.86 
α .858 .868 .700 .868 .720 
Extraction Method: Principal Component Analysis.  Rotation Method: Oblimin with Kaiser Normalization. 
The overall Cronbach’s alpha of the five retained factors presents good internal 
consistency (Field, 2009). Hence, rerun PAC again is meaningless because of the 
acceptable loading of all 18 items within the five factors as well as the good internal 
reliability of all factors as discussed in the later construct.  
The cluster of those five factors suggested, factor 1 was pertaining to characteristics 
outside the scope of the firm’s decisions, factor 2 was attributed with funding 
difficulties such as; the limited financial resources; the lack of guarantee; and 
finance difficulties, factor 3 was associated with lack of skills, factor 4 was linked to 
taxation issues, and finally factor 5 represents some law or legislative issues. 
5.3 Demographic data:  
 
As in discussed in the methodology chapter section (3.13), the researcher has 
implemented the proportion stratified random sampling technique was selected for 
the purpose of making the sample as representative as possible. Moreover, the 
participants’ firms (managers) must be eligible to adopt IFRS for SMEs as indicated 
in content of these standards section (1.2 - 1.6) within these standards, willing to 
provide access and participate in this study. Regarding the auditors, in addition to 
the last condition, the auditor must have previously audited or prepared an account 
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for SME. Taking these factors into account the demographic data are presented as 
follows:  
5.3.1 Respondents’ profiles 
 
The following presented tables and graphs summarising the characteristics of 
respondents’ profiles: 
   
Table 5.20: Groups of respondents  
group Frequency Percent% 
Manager 
Auditor 
Total 
448 74.0 
157 26.0 
605 100.0 
 
As shown in table (5.1) the vast majority of respondents were financial managers. 
The main reason for this is that the number of firms within the whole population is 
greater than the number of auditors, which are 43099 companies and 600 auditors. 
The researcher implemented the Yamane formula for each group separately as they 
have different characteristic in term of purpose.     
 
Table 5.21: The respondents’ Level of knowledge of full IFRS 
Level of knowledge in full IFRS. 
 
Frequency Percent% 
                            Slight  
Reasonable 
                           Good 
123 20.3 
163 26.9 
319 52.7 
Total  605 100 
 
As illustrated in table (5.2), most respondents were identified as knowledgeable of 
full IFRS since 79.6% of them have a more than reasonable level of knowledge of 
these Standards whereas the biggest portion was attributed to those who have a 
good level of knowledge of full IFRS. This eventually increases the appropriateness 
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of this study, especially in terms of their perception of the presenting, measurement, 
and recognition of financial information. 
 
Table 5.22: The length of experience in (Auditing, managing) SMEs. 
Length of experience Frequency  Percent % 
1 to 3 years 130 21.5 
3 to 6 years 225 37.2 
6 to 9 years 176 29.1 
over 9 years 74 12.2 
Total 605 100.0 
 
Table (5.3) shows that only 21.5% of participants have experience of less than 3 
years, which indicates a sufficient level of experience amongst respondents.   
 
 
 
Table 5.23: Cross tabulation of level of knowledge of full IFRS related to the length 
of respondents’ experience 
 Length of experience 
L
e
v
e
l 
o
f 
K
n
o
w
le
d
g
e
 i
n
 f
u
ll
 I
F
R
S
  1-3 years 3-6 years 6-9 years Over 9 
years 
Total 
Slight 48 46 28 1 123 
Reasonable 59 72 22 10 186 
Good 23 107 126 63 319 
Total  130 225 176 74 605 
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Graph 5.1 : The percentage of respondents’ level of knowledge of IFRS across 
various level of experience 
 
 
By referring to both table (5.4) and graph (5.1), a good level of knowledge was 
displayed among respondents who have experience exceeding 3 years followed by 
the reasonable level of knowledge among those who had experience of less than 6 
years. Within the first category of the level of knowledge of full IFRS, participants 
were characterised to have a length of experience of less than 6 years. Generally 
speaking, the level of knowledge of full IFRS increased as a result of increasing 
experience as exhibited in graph (5.1).  
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Table 5.24: Respondents’ level of Knowledge of full IFRS  
  Group 
L
e
v
e
l 
o
f 
K
n
o
w
le
d
g
e
 o
f 
fu
ll
 I
F
R
S
 
 Managers Auditors Total 
Slight 120 3 123 
Reasonable 152 11 163 
Good 176 143 319 
Total 448 157 605 
 
 
Graph 5.2: Percentage of respondent’s level of Knowledge of full IFRS across 
groups of respondents: 
 
(5.2.A) Both groups’ level of knowledge of full IFRS.  
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(5.2.B) Percentage of managers’ level of Knowledge of full IFRS  
 
 
(5.2.C) Percentage of auditors’ level of Knowledge of full IFRS  
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Table (5.5) and graph (5.2. A to C) show that almost 80% of sample’s participants 
have more than reasonable level of knowledge, while the rest were linked to a slight 
level of knowledge particularly in the financial managers’ group. Since 98.1% of the 
157 auditors as presented in graph (5.2.A,C) are described as having more than 
reasonable level of knowledge of full IFRS, taking into account 98.09% of them have 
more than a reasonable level of knowledge whereas 91.08% of those fall into the 
good level of knowledge of full IFRS class. Whilst, graph (5.2.A,B) show that 
although the majority of managers have reasonable level of knowledge in full IFRS 
and more, 26.79% of managers have slight level of knowledge of full IFRS. For the 
most part and as illustrated in the above graphs, the level of knowledge of full IFRS 
is seen to be high among auditors compared to. This is common within SMEs as 
some SMEs’ managers are not required to obtain a reasonable level of knowledge 
in all IFRS topics compared to auditors who must understand all aspects within full 
IFRS, so that they can express their opinion regarding the faithful representation of 
financial statements prepared based on IFRS.            
 
Table 5.25: Length of respondents’ experience across groups of respondents.  
  Group 
L
e
n
g
th
 o
f 
e
x
p
e
ri
e
n
c
e
  
 Manager Auditor Total 
1-3 years 
124 6 130 
3-6 years 
164 61 225 
6-9 years 
105 71 176 
Over 9 years 
55 19 74 
Total 
448 157 605 
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 Graph 5.3: Length of respondents’ experience across groups of respondents. 
 (5.3.A) the length of respondents’ experience within both groups. 
 
 
 
 (5.3.B)The length of SMEs’ Managers’ experience. 
 
207 
 
 (5.3.C)The length of auditors’ experience. 
 
 
 
 
As already indicated, 88.5% of respondents have experience exceeding three years. 
Managers comprise the highest proportion of this percentage as shown in table (5.6) 
and graph (5.3.A). This is due to their large number within the sample compared to 
auditors. Despite this fact, the percentage of auditors who have experience of less 
than 3 years was 3.82% that is tiny in comparison to the percentage of managers of 
27.68% within the same category as presented in graph (5.3.B,C).  
 
Likewise, 3.82% is also deemed as a low portion when comparing it with the other 
category within the same group (auditors) as shown in graph (5.3.C). Additionally, 
the majority of auditors have experience of between 6 to 9 years compared to the 
majority of managers’ group who have experiences of between 3 to 6 years. 
Generally, although both groups have sufficient experience, auditors are evidently 
more experienced inside this sample when comparing the experience’s categories 
within each group in graph (5.3.B) and (5.3.C).    
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5.3.2 Firm characteristics:  
 
The following tables and graphs summarise sample characteristics of engaged 
firms.  
 
Table 5.26: Economic sectors  
Economic sectors Frequency Percent% 
Manufacturing 82 18.3 
Trade 168 37.5 
Agriculture 40 8.9 
Construction 26 5.8 
Services 132 29.5 
Total 448 100.0 
 
Table 5.27: Legal form 
Economic sectors Frequency Percent% 
Limited Liability Company 326 72.8 
General Partnership Company 62 13.8 
Limited Partnership Company 28 6.3 
Civil Company 7 1.6 
Private shareholder Company 25 5.6 
Total 448 100.0 
 
As appeared in table (5.7), the highest number from participants’ firms was 
attributed to those, which belong to trade sector followed by service sector, on the 
contrary, agriculture and construction sectors represented the lowest participation 
rate.  
 
The reason why these variances occurred, relates to the sampling techniques used 
that ensured the fair representation of the real population as the firms are really 
allocated similarly within these sectors based on data obtained from the Companies 
Control Department in Jordan as already mentioned in methodology chapter (CCD, 
2013).  
 
By the same token, limited liabilities entities were more than two thirds of the total 
number of participants’ entities followed with sharp variance by general partnership 
entities while civil entities have been placed at the bottom as exhibited in table (5.8).  
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Table 5.28: Cross tabulation of the entities’ legal form with economic sectors. 
 Legal form 
L
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d
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e
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n
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L
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C
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 Manufacturing 62 9 5 1 5 82 
Trade 128 27 8 0 5 168 
Agriculture 24 5 5 1 5 40 
Construction 11 5 5 0 5 26 
Services 101 16 5 5 5 132 
Total 326 62 28 7 25 448 
 
Graph 5.4 percentage of each types of legal form across all economic sectors. 
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By the same fashion, owing to the fact of using proportion stratified random sampling 
technique, which is intended to make the participation of companies according to its 
legal form within each economic sector as representative as possible, the 
percentage of each legal form within each sector were corresponding to those 
percent in the real population. As illustrated in table (5.9) and graph (5.4), limited 
liabilities entities represent the highest proportion across all economic sectors that 
were varied based on the percentage of each sector in the real population. These 
entities comprise of 72.8% of the total number of participants’ entities. Similarly, 
general partnership entities occupied the second place across all sectors that was 
likewise varied based on the percentage of each sector in the population that totalled 
13.8%. 
 
Limited partnership and private shareholder companies were almost allocated 
consistently across sectors. Unlikely, civil entities were absent in construction and 
trade sectors with minor presence in both manufacturing and agriculture sectors.  
        
Table 5.29: Range of employees’ number 
Employees number Frequency Percent% 
1 to 9 
39 8.7 
10 to 49 
226 50.4 
50 to 249 
183 40.8 
above 250 
0 0 
Total 
448 100.0 
 
 
As shown in table (5.10), the employees’ number of approximately the half 
participants’ entities ranged from 10 – 49 employees followed by a range of 50 – 
249 employees that was 40.8% of total participants entities. While only 8.7% was 
positioned within the range of 1 – 9 employees with the absence of those entities 
that their employees exceed 250. This allocation supports the definition of the 
European Commission, which characterises SMEs to fall into only two categories 
that are form 10 – 49 employees that deemed as small business and from 50 – 249 
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employees that are considered as medium size entities (European Commission, 
2005).    
 
Table 5.30: Range of enterprise's annual turnover 
Range of enterprise's annual 
turnover 
Frequency Percent% 
1 JD to 1,810,000 JD 234 52.2 
1,810,000 JD to 9,050,000 JD 209 46.7 
9,050,000 JD to 45,250,000 JD 5 1.1 
More than 45,250,000 JD 0 0 
Total 448 100.0 
 
 
Table 5.31: Range of enterprise's total assets 
Range of enterprise's total assets Frequency Percent% 
1 JD to 1,810,000 JD 216 48.2 
1,810,000 JD to 9,050,000 JD 206 46.0 
9,050,000 JD to 38,915,000 JD 26 5.8 
More than 38,915,000 JD 0 0 
Total 448 100.0 
 
 
However, both table (5.11) and (5.12) indicate that 98.9% and 94.2% respectively 
of participants entities were less than 9050000 JD, which were almost divided 
equally into the first two categories in both parameters. By taking the currency 
exchange into consideration, this is contradicted by the European Commission, 
which determined the minimum amount for turnover and total assets to be 10810000 
JD for both parameters while the maximum amounts were 45250000 JD and 
38915000 JD for turnover and total assets respectively (European Commission, 
2005).  
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Table 5.32: Cross tabulation of the entities range of total assets and turnover’s range  
 Range of enterprise's annual turnover 
1
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1 JD to 1,810,000 JD 214 2 0 216 
1,810,000 JD to 
9,050,000 JD 
20 185 1 206 
9,050,000 JD to 
38,915,000 JD 
0 22 4 26 
More than 38,915,000 
JD 
0 0 0 0 
Total 234 209 5 448 
 
Graph 5.5:  Percentage of total assets’ range across all class of turnover 
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Table (5.13) and graph (5.5) show that the number of participants entities of each 
of the first two categories in both parameters are roughly aligned, in other words, 
the majority of entities have total assets less than 1810000 JD generate revenue of 
less than 1810000 JD whereas both numbers belong to the first category of each 
parameter, similarly, the numbers of firms in the second category of total assets 
represents the highest number within the second category of the turnover 
parameter. Importantly, the aforementioned crosstabs of the first two categories 
consist of 89.06% total participants’ entities. 22 companies with total assets between 
9050000 JD and 38915000 JD were located into the second category of turnover 
parameter that represents 4.91% of total engaged entities. Whilst 4.46% were 
referred to only 20 entities with total assets ranging from 1810000 JD to 9050000 
JD, which described to generate annual turnover of less than 1810000JD.  
 
Table 5.33: Cross tabulation of owner engagement in managements with each 
types of legal form of participants, companies. 
 Whether owners are involved in 
management 
Yes No Total 
L
e
g
a
l 
fo
rm
 
Limited Liability Company 241 85 326 
General Partnership 
Company 
49 13 62 
Limited Partnership Company 22 6 28 
Civil Company 6 1 7 
Private shareholder Company 2 23 25 
Total 320 128 448 
Percent % 71.4 28.6 100 
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Graph 5.6: percent of whether owners involved in management within each class 
of legal form of participants, entities. 
 
 
 
Table (5.14) illustrates that 71.4% of participants entities were managed by the 
owners which support the idea of (Bannock, 1981, Scott and Bruce, 1987) who 
assert that SMEs are generally characterised as those entities being managed by 
owners. However, as illustrated in table (5.14) and graph (5.6), the majority of 
participants’ entities across all types of legal forms were being managed by owners. 
The exception is the private shareholder entities that demonstrate the opposite 
characteristic due to the nature of these companies whereas only 8% of these 
entities have been managed by owners.         
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5.4 Statistical analysis:  
 
The analyses are performed subsequently based on research objectives as 
exhibited below. Importantly, in order to avoid repetition of similar sentences, the 
explanation of each table will be provided directly below the pertinent table without 
stating as illustrated or shown in targeted table except those pertaining to 
appendices (F, and H). 
It begins with the tables and full analysis for the first factor as an example followed 
by table illustrate the main results for other factors and then their analysis. The 
details regarding the mean’s scores, Levene Test, and post-hoc tables are provided 
respectively in Appendices (F, G, and H). The homogeneity of variances (Levene) 
test is only to decide which value to be reported on each analysis as aforementioned 
in the methodology chapter. Finally, either t test or Anova test will be presented with 
companions of post- hoc analysis when required. 
  
5.4.1 Objective one:  
To identify the main SMEs’ financial accounting information users. 
As shown in appendix (F, table 1), the main SMEs financial information users, the 
most frequent users of the financial information presented by SMEs often or even 
very often, were as follows : managers; banks and creditors; public authorities; and 
analysts. Whereas individual investors, suppliers, credit agencies, institutional 
investors, and customers use this financial information sometimes.  At the other 
extreme, both employees and shareholders were found as rare users of financial 
statements.   
 
With the intention to examine the differences between managers and auditors 
viewpoints, an independent t test has been made below, taking into consideration 
that the mean ranks for both groups were the same and consequently corresponding 
the mean rank for both groups together.    
Table 5.34: The results of t test (objective one). 
Items  
SE 
df t Sig 
Manager  Auditor    
Q10.1 .050 .080 603 1.836 .067 
Q10.2 .058 .082 603 .824 .411 
Q10.3 .055 .074 603 -.006 .995 
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Q10.4 .045 .070 603 1.259 .208 
Q10.5 .063 .080 603 2.695 .007 
Q10.6 .049 .079 603 .963 .336 
Q10.7 .055 .084 603 .221 .825 
Q10.8 .045 .084 603 -1.594 .112 
Q10.9 .056 .078 603 6.467 .000 
Q10.10 .052 .088 603 6.610 .000 
Q10.11 .053 .088 603 -2.480 .013 
Scale:  
1: Never, 2: Rarely, 3: Sometime, 4: Often, 5: very often   
 
Despite the fact that managers (M = 4.23, SE = .045) considered management 
(Q10.4) the most frequent users of SMEs’ financial information who use these 
information very often compared to other users as well as the group of auditors (M 
= 4.12, SE = .070) who found them to be often users, the difference between groups 
of managers and auditors in Q10.4 was not significant t (603) =1.259, ns.   
 
In the same fashion, the second place of those categories was held by banks and 
creditors (Q10.1) by managers (M = 3.97, SE = .050) and auditors (M = 3.79, SE 
= .080), followed by public authorities (Q10.6) in both managers (M = 3.86, SE 
= .049) and auditors (M = 3.77, SE = .079), and then was occupied by financial 
analysts (Q10.3) by managers (M = 3.55, SE = .055) as well as auditors (M = 3.55, 
SE = .074). Both groups fall into three user categories as “often” users of the 
financial information presented by SMEs. The differences regarding the previous 
three questions were not significant between the two groups that were respectively 
for Q10.1, Q10.6, and Q10.3 as follow; t (603) =1.836, ns; t (603) =.963, ns; and t 
(603) = -.006, ns.  
  
Individual investors (Q10.7) are considered as moderate users of SMEs’ financial 
information by both group of respondents, managers (M = 3.35, SE = .055) and 
auditors (M = 3.32, SE = .084). Their point of view regarding the extent of which this 
category uses the SMEs’ financial information was not significantly distinct, t (603) 
=.221, ns. Also in the same manner, supplier (Q10.2) has been recognised as 
moderate users of SMEs’ financial information by managers (M = 3.30, SE = .058) 
who were marginally greater in this respect than auditors (M = 3.22, SE = .082). 
Nevertheless, the difference between both groups was not significant, t (603) = .824, 
ns. 
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On the other hand, employees (Q10.8) rarely utilise the published SMEs’ financial 
information as declared by managers (M = 2.36, SE = .045) and auditors (M = 2.56, 
SE = .084). although the consideration of auditors group regarding employees was 
slightly below the moderate level of usage compared to managers who obviously 
deemed them as rare users, the difference was not significant between managers 
and auditors regarding the level of using SMEs’ financial information by employees, 
t (603) = -1.594, ns. 
 
In contrast to the above items in terms of the differences between both groups in 
their consideration, the explanation below highlights how several classes of users 
being perceived differently to some extent by the two groups of participants as to 
their degree of usage of the published financial information by SMEs; 
Customers (Q10.5) were believed by managers to be moderate users (M = 2.75, SE 
= .063) while were considered as rare and infrequent users by auditors (M = 2.47, 
SE = .080). Hence, the difference was found to be significant between both groups, 
t (603) = 2.694, P < .01. 
 
Credit agencies (Q10.9) were perceived by managers (M = 3.34, SE = .055) as 
moderate users that was the same as auditors perception (M = 2.72, SE = .078). 
The difference was significant, t (603) = 6.467, P < .01. This may be traced back to 
that although the mean obtained from managers group fell into the moderate 
category which ranged from 2.6 to 3.4. This mean is close to the “often” users’ 
category. Equally, the mean found in auditors group tend to be within the rare users 
category that range from 1.8 to 2.6. Therefore, the allocation of both groups’ means 
on the upper and below limits of moderate categories makes the difference 
significant. 
 
The consideration toward institutional investors (Q10.10) was as identical as the 
consideration attributed to credit agencies with trivial changes in means’ figures. 
Consequently, the difference between managers (M = 3.33, SE = .052) and auditors 
(M = 2.65, SE = .088) was significant, t (603) = 6.610, P < .01. 
Finally, regarding shareholders (Q10.11), both groups thought that this party rarely 
uses the financial information presented by SMEs. The difference between 
managers (M = 2.23, SE = .053) and auditors (M = 2.49, SE = .088) was significant, 
t (603) = -2.480, P < .05.    
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5.4.2 Objective two:  
To identify the problems facing SMEs in Jordan regarding the preparation and using 
of financial information. 
In this objective, it begins with the tables and full analysis for the first factor as an 
example followed by table illustrate the main results for other factors and then their 
analysis.  
 
Table 5.35: The mean score for managers and auditors for the first construct 
(objective two). 
 Group of respondents 
 
                                                      Mean  
Items  
managers’ 
mean 
Auditors’ 
mean 
Both groups 
Fa
ct
o
r 
o
n
e
 
Q11.17: comparisons of financial 
statement of same size abroad.   
3.26 3.63 3.36 
Q11.16: comparisons of financial 
statement of same size domestically.   
3.07 3.43 3.17 
Q11.5: safeguarding assets and obtaining 
good control.  
3.45 3.61 3.49 
Q11.19: obtaining finance.  3.17 3.51 3.26 
Q11.2: lack of knowledge of IFRS.  3.07 3.36 3.19 
Q11.1: lack of expertise of qualified 
employees in accounting. 
2.82 3.55 2.96 
Q11.18: disclose critical information to 
competitors due to high disclosure 
requirements. 
3.46 3.59 3.49 
Q11.6: inappropriate decision because of 
complexity of financial information.  
3.34 3.55 3.40 
Q11.12: difficulty in making wise 
decision due to lack of financial 
information.  
3.37 3.53 3.41 
Q11.10: financial information does not 
meet the users’ needs in financial 
statements.    
3.35 3.18 3.31 
Mean of factor one: problems in financial 
information and lack of expertise in accounting and 
IFRS.  
3.24 3.49 3.30 
Scale:  
1: No applicability, 2: Low applicability, 3: Moderate applicability, 4: High applicability , 5: Very high 
applicability 
 
Generally, problems pertaining to financial information and lack of expertise in 
accounting and IFRS (factor one) were overall found as moderate problems. With 
respect to each problem in this factor, several issues were perceived as essential 
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problems such as; safeguarding assets and obtaining good control; disclosing 
critical information to competitors due to high disclosure requirements; making 
inappropriate decisions because of complexity of financial information; and the 
difficulty in making wise decisions due to the lack of financial information. In 
comparison, the rest of the issues making up this factor like, the inability of financial 
information to meet the users’ needs in financial statements, lack of expertise and 
qualified employees in accounting, difficulty in obtaining finance, lack of knowledge 
of IFRS, and the complexity in making comparisons of financial statements of firms 
of the same size abroad and domestically, were considered by respondents to be 
moderately applicable to SMEs.  
Table 5.36: The results of t test for the first construct (objective two). 
Factor 
SE 
Df t Sig 
Manager  Auditor    
Factor 1 .038 .056 593 -3.825 .000 
Scale:  
1: No applicability, 2: Low applicability, 3: Moderate applicability, 4: High applicability , 5: Very high 
applicability 
 
Notably, the perception of managers (M = 3.24, SE = .038) regarding the problem 
associated with lack of expertise and the weakness of financial information in many 
aspects (factor one), was less strong than auditors (M = 3.49, SE = .056). The 
difference between the two groups was significant, t (593) = -3.825, P < .01. 
 
Table 5.37: The means and results of t test of the remaining constructs (objective 
two). 
Factor 
Mean 
SE 
The 
mean 
for both 
group 
Df t Sig 
Group  Mean  
Two  
Managers  4.02 .034 
3.86 596 7.819 .000 
Auditors  3.43 .067 
Three  
Managers  3.47 .041 
3.38 603 3.904 .000 
Auditors  3.14 .072 
Four  
Managers  3.21 .047 
3.15 603 2.624 .009 
Auditors  2.96 .086 
Scale:  
1: No applicability, 2: Low applicability, 3: Moderate applicability, 4: High applicability ,  
5: Very high applicability 
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As illustrated above and in appendix (F, table 2) for the remaining factors, the 
problems attributed to preparing financial reports (factor two) such as; cost; time; 
and effort to prepare financial report as well as the high amount of disclosure 
requirements, respondent indicated that those issues are applicable to SMEs. 
Although the recognition and measurement complexity (factor three) were perceived 
as moderately applicable problems to SMEs, the mean score was close to be 
deemed as applicable problems to pertinent entities. By the same token, the cost of 
bookkeeping and auditing (factor four) were thought as moderate problems for 
SMEs.   
 
Above all, the mentioned problems of the four factors were overall estimated as 
applicable to SMEs for the whole groups of respondents, which were reflected 
similarly by the managers group, while found to be moderately applicable to SMEs 
by the group of auditors. Thus, it is worthwhile to analyse the differences between 
both groups for each single factor separately and to detect whether a significant 
difference between their points of view existed or not. The latter mission can be 
accomplished by performing an independent t test as demonstrated below and have 
been done for factor one.   Conversely to factor one, managers (M = 4.02, SE = .034) 
paid more attention to the problems of preparing financial reports (factor 2) than 
auditors (M = 3.43, SE = .067). Similarly to factor one, their points of view 
significantly differed t (596) = 7.819, P < .01.  
 
Generally, the group of managers (M = 3.47, SE = .041) deemed the complexity of 
measurement and recognition as a problem more than auditors’ group (M = 3.14, 
SE = .072) who show moderate level of concern about these issues. The difference 
is significant, t (603) = 3.904, P < .01. Regarding the fourth factor, the high cost of 
bookkeeping and audit were likely to be a moderate problem in both groups. Factor 
four was significantly different between managers (M = 3.21, SE = .047) who present 
greater consideration to these problems than auditors (M = 2.96, SE = .086),   t (603) 
= 2.624, P < .01.  
 
221 
 
5.4.3 Objective three: 
 
5.4.3.1 Omitted topics:  
 
To evaluate the perceptions of SMEs’ accounting information preparers regarding 
the differences between full IFRS and IFRS for SMEs in terms of topics that are not 
included in IFRS for SMEs. In addition, the differences in perceptions between 
managers across different sizes, ownership structures, economic sectors, and legal 
form of the enterprise will be highlighted.  
 
Table 5.38: The means and results of t test (objective three, omitted topics). 
Factor 
Mean 
SE 
The 
mean 
for both 
group 
Df t Sig 
Group  Mean  
One   
Managers  4.09 .035 
4.06 602 1.593 .112 
Auditors  3.98 .045 
Scale: 
1: No relevance , 2: Low relevance, 3: Moderate relevance , 4: High relevance, 
5: Very high relevance 
 
 
As shown in table (5.38) and appendix (F, table 3), the overall mean score indicated 
that the omitted topics under IFRS for SMEs are irrelevant to the SMEs’ context. All 
of the topics were irrelevant to SMEs especially EPS topic that are perceived to be 
not relevant at all to these enterprises.  
t test was performed to gain a deeper analysis when investigating the opinions of 
managers and auditors independently. Apparently, the two groups of respondents 
indicated a low relevance in the overall means of the omitted topics under IFRS for 
SMEs (factor one), which was enhanced slightly more by managers (M = 4.09, SE 
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= .035) especially regarding the insurance contract as well as EPS topic that were 
perceived to be not relevant while auditors (M = 3.98, SE = .045) reflected in their 
responses a low relevance in all omitted topics. Their points of view as to the omitted 
topics under IFRS for SMEs did not significantly differ, t (602) = 1.593, ns.  
 
Table 5.39: The mean and results of ANOVA test regarding economic sectors 
(objective three, omitted topics).   
Factor  
Mean 
SD 
The 
overall 
mean of 
all groups 
DF F Sig 
Group Mean  
One 
Manufacturing 4.25 .49 
4.09 138.428 11.427 .000 
Trade 4.16 .87 
Agriculture 4.30 .35 
Construction 4.31 .32 
Service 3.79 .75 
Scale: 
1: No relevance , 2: Low relevance, 3: Moderate relevance , 4: High relevance, 
5: Very high relevance 
 
As illustrated in table (5.39) and appendix (F, table 4), it is clear that the participants 
of all sectors indicated that the topics in full IFRS, which were not included in the 
content of IFRS for SMEs, were not relevant to their enterprises except the trade 
and service sectors, which determined the above topics to be low relevance to 
related enterprises. EPS and insurance contracts were the highest topics in their 
mean score across all sectors that were not relevant as specified by respondents of 
entire sectors excluding the service sectors of which its respondents indicated a low 
relevance. The total mean score for the whole economic sectors categories has 
shown a low relevance of these topics to SMEs, which correspond to the results of 
all topics separately except EPS and insurance contracts as these latter topics were 
not relevant to SMEs.   
For the purpose of examining whether the differences amongst respondents from 
different sectors are significantly different, Anova test has been conducted as 
demonstrated below.  
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A one-way Anova between-groups analysis of variance was performed to discover 
the differences in perceptions among a group of respondents regarding the 
relevance of the above listed topics to respondents’ entities.  Respondents were 
divided into five groups based on economic sectors to which they belong. The 
perception was statistically significant different at the p < .01 for the five sectors’ 
groups: F (4, 138.428) = 11.427, p = .000.  
 
As shown in appendix (H, table 1), Post-hoc comparisons with Games-Howell test 
point out that the mean score for the service sector (M = 3.79, SD = .75) was 
significantly different from the rest of the sectors that are: manufacturing (M = 4.25, 
SD = .49); trade (M = 4.16, SD = .87); agriculture (M = 4.30, SD = .35); and 
construction (M = 4.31, SD = .32), which are not significantly different from each 
other.  
 
Table 5.40: The mean and results of ANOVA test regarding legal form (objective 
three, omitted topics).   
Factor  
Mean 
SD 
The 
overall 
mean of 
all groups 
DF F Sig 
Group Mean  
One 
Limited L 4.01 .49 
4.09 10.376 11.427 .000 
General P 4.27 .87 
Limited P 4.42 .35 
Civil 4.37 .32 
Private S 4.14 .75 
Scale: 
1: No relevance , 2: Low relevance, 3: Moderate relevance , 4: High relevance, 
5: Very high relevance 
 
Plainly as presented in table (5.40) and appendix (F, table 5), the participants in all 
legal forms’ entities directed that the above omitted topics from full IFRS under IFRS 
for SMEs were not relevant to the SMEs except the limited liability and private 
shareholders, which identified the these topics to be of low relevance to their 
entities. Similar to economic sectors, EPS and insurance contract have the highest 
mean score across all legal form types that were not relevant as specified by 
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respondents of all groups eliminating the limited liability firms of which its 
respondents presented a low relevance. Similar to economic sectors parameter, the 
overall mean score for all legal forms’ types indicated a low relevance of these 
topics, which match the results of all topics individually except EPS and insurance 
contract as the latter topics were not relevant to SMEs.   
Regarding the ANOVA test, respondents were allocated into five groups according 
to entities’ legal form in which they work. The perception was significantly different 
at the p < .01 for the five legal form groups: F (4, 36.617) = 10.376, p = .000.  
 
By performing Post-hoc comparisons with Games-Howell test as shown in appendix 
(H, table 1), mean score of limited liabilities companies (M = 4.01, SD = .84) was 
statistically significantly different from both general partnership (M = 4.27, SD = .29) 
and limited partnership entities (M = 4.42, SD = .24) that do not differ significantly 
from each other.  
Civil entities (M = 4.37, SD = .34) did not vary significantly from others while private 
shareholders (M = 4.14, SD = .29) was only significantly different from Limited 
Partnership entities. 
 
Table 5.41: The mean and results of ANOVA test regarding employees’ numbers 
(objective three, omitted topics).   
Factor  
Mean 
SD 
The 
overall 
mean of 
all groups 
DF F Sig 
Group Mean  
One 
1 - 9 4.18 .75 
4.09 444 .611 .543 10 – 49 4.10 .66 
50 - 249 4.05 .83 
More than 250 employees’ category has not been included as none of the participant 
belonged to this category. 
Scale: 
1: No relevance , 2: Low relevance, 3: Moderate relevance , 4: High relevance, 
5: Very high relevance 
 
Obviously as presented in table (5.41) and appendix (F, table 6), the participants in 
all groups announce similarly that the above omitted topics from full IFRS under 
IFRS for SMEs were of low relevance to the SMEs. In parallel to previous 
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parameters, EPS and insurance contract have the highest mean score across all 
entities with different employees’ numbers that were not relevant as specified by 
respondents in all groups excluding the firms with employees’ numbers ranging from 
50 to 249 employees, whereas its respondents indicated a low level of relevance.  
Analogous aforementioned parameters, total mean score indicated a low relevance 
of these topics, which is similar to the results of all topics independently except for 
EPS and insurance contract topics as they were not relevant to SMEs.   
Regarding the results of Anova test, respondents were assigned into three groups 
according to entities’ employees’ numbers. The perception was not found 
significantly different at the p < .05 for the mentioned three groups: F (2, 444) = 
.6111, ns. Consequently, Post-hoc comparisons tests are not required as there was 
no detected difference.  
Table 5.42: cross tabulation of the categories representing the size clusters (to be 
used as abbreviation for the upcoming analysis) 
Abbreviation  Turnover  Total assts  
A Less than 1,810,000 JD Less than 1,810,000 JD 
B Less than 1,810,000 JD 1,810,000 JD to 9,050,000 JD 
C 1,810,000 JD to 9,050,000 
JD 
1 JD to 1,810,000 JD 
D 1,810,000 JD to 9,050,000 
JD 
1,810,000 JD to 9,050,000 JD 
E 1,810,000 JD to 9,050,000 
JD 
9,050,000 JD to 38,915,000 
JD 
F 9,050,000 JD to 45,250,000 
JD 
1,810,000 JD to 9,050,000 JD 
G 9,050,000 JD to 45,250,000 
JD 
9,050,000 JD to 38,915,000 
JD 
Note: F category has not included in the ANOVA analysis because the number of cases were not sufficient. 
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Table 5.43: The mean score and ANOVA results across size clusters (objective 
three, omitted topics). 
Factor 
Mean 
SD 
The 
overall 
mean of 
all 
groups 
DF F Sig 
Group Mean  
One 
A 4.02 0.79 
4.09 440 .879 .510 
B 4.09 0.47 
C 4.40 0.000 
D 4.13 0.72 
E 4.30 0.68 
G 4.40 0.43 
Some crosstab of annual turnover and total assets were not included as these categories did 
not include any participant. 
Scale: 
1: No relevance , 2: Low relevance, 3: Moderate relevance , 4: High relevance, 
5: Very high relevance 
  
As shown in table (5.43) and appendix (F, table 7) Participants of various size of 
entities agreed that the omitted topics from full IFRS under IFRS for SMEs were 
either not relevant or of low relevant to SMEs. Akin to other parameters, the overall 
mean score for all sizes of entities confirm a low relevance of these topics, which 
match the results of all topics individually except EPS and insurance contract as the 
latter topics were not relevant to SMEs.   
Anova test has been performed to highlight the significance of differences among 
respondents based on sizes. In this respect, participants were assigned into six 
groups according to the range of both total assets and turnover of participants’ 
entities. The opinion regarding the relevance of omitted topics was not significantly 
different at the p < .05 for all diverse sizes: F (5, 440) = .879, ns. Accordingly, Post-
hoc comparisons tests are not required as there was no detected difference. 
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Table 5.44: The mean score and the results of t test for two management styles 
(objective three, omitted topics). 
Factor 
Mean 
SE 
The 
mean 
for both 
group 
Df t Sig 
Group  Mean  
One  
Yes   4.11 0.042 4.9 445 1.201 .231 
No  4.02 0.081 
Scale:  
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
 
With reference to table (5.44) and appendix (F, table 8), the omitted topics were 
overall specified as low relevance topics to SMEs by managers of entities that their 
owners are either involved in management or not. Similar to the comparison 
between managers and auditors, the managers’ mean of entities that their owners 
are involved in the management process (M = 4.11, SE = .042) is marginally greater 
than the mean of those belonging to entities that their owners are not involved in 
management (M = 4.02, SE = .066), given that the EPS was found to be irrelevant 
by both groups whereas insurance contract was irrelevant by the first group and low 
relevant by the latter one. The differences between groups was not significant, t 
(445) = 1.201, ns.  
 
5.4.3.2 Suitability of topics:  
 
To evaluate the perceptions of SMEs’ accounting information preparers regarding 
the suitability of several accounting topics in the light of differences between Full 
IFRS and IFRS for SMEs (measurement, recognition, presentation, options, and 
disclosure). In addition, the differences in perceptions between managers across 
different sizes, ownership structures, economic sectors, and legal form of the 
enterprise will be highlighted. 
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Table 5.45: The means and results of t test (objective three, suitability of topics). 
Factor 
Mean 
SE 
The 
mean 
for both 
group 
Df t Sig 
Group  Mean  
One  
Managers  3.88 .039 
3.77 603 5.024 .000 
Auditors  3.47 .072 
Two  
Managers  3.22 .044 
3.17 589 2.931 .000 
Auditors  3.04 .042 
Three  
Managers  2.72 .038 
2.98 593 -13.581 .004 
Auditors  3.72 .062 
Four  
Managers  3.85 .042 
3.84 591 .684 .000 
Auditors  3.80 .053 
Five  
Managers  3.85 .040 
3.87 600 -1.362 .495 
Auditors  3.94 .053 
Scale: 
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
By referring to table (5.45) and appendix (F, table 9), there was an obvious overall 
agreements were determined by both groups of respondents together on all 
proposals regarding presentation issues comprising the first factor, which were 
presenting a combined statement of income and retained earnings, presenting only 
one comparative period in the statement of financial position, reducing disclosure 
requirements, making an exemption from disclosing the fair value of investment 
property.  
Factor two that was regarding suggestion under IFRS for SMEs to expense some 
kind of cost instead of capitalising them as well as lease and standards issues, all 
suggestions comprising this factor were neither agreed nor disagreed except the 
proposal to disallow the reference to another standard-setting body (14.24), which 
was agreed by respondents. 
The suggestions for measuring some kinds of assets (factor three) were in total 
viewed neutral. The mean scores for all suggestions separately fall into neutral 
category even though they were close to disagree category except the proposal to 
use the most recent purchase price to approximate the cost of inventory (Q14.19), 
which was in turn agreed by respondents of both groups.  
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In the light of suggestions regarding intangible assets (factor four), respondents 
agreed on all proposals that are: presuming the life of intangible assets as 10 years; 
considering the useful life of intangible assets as finite; and amortising (other than 
goodwill indefinite life) intangible assets over 10 years, impairment test is performed 
only when there is indication for impairment. 
Also notably, the proposals regarding estimation issues (factor five) were agreed as 
whole and independently. These suggestions were pertaining to discard the 
indication for impairment when the net assets of an entity exceed its market 
capitalisation, to exempt from reviewing the estimations annually, and to account for 
assets’ depreciation separately if the pattern of expected economic benefit of that 
asset was different.   
On the whole, the aforementioned proposals of the five factors were agreed in total 
for the whole groups of respondents and independently. Therefore, it is worthwhile 
to examine the differences between both groups for each single factor separately 
and to detect whether a significant difference between their point of views existed 
or not. This task can be achieved by initiating an independent t test as shown below. 
In terms of presentation issues (factor one), both groups are generally agreed on 
the proposed topics pertaining to presentation issues. Managers (M = 3.88, SE 
= .039) show greater agreement in all presentation issues than auditors (M = 3.47, 
SE = .072) who signpost a natural point of view regarding presenting combined 
statement of income and retained earnings as well as presenting one comparative 
period in the statement of financial position. Then, the difference between managers 
and auditors viewpoints was significant in the first factor, t (603) = 5.024, P < .01.  
The overall mean of both groups reflected neutral opinions for issues comprising 
factor two, taking into consideration the following findings; managers  (M = 3.22, SE 
= .044) gave neutral belief for all suggestions within this factor except the proposal 
in Q14.24 that is disallowing the reference to other standards – setting body, this 
proposal was agreed by mangers; auditors (M = 3.04, SE = .042) opinions for the 
proposal in this factor were varied from  agree to expensing development cost 
(Q14.22) and borrowing cost (Q14.21) instead of capitalising them to disagree on 
exempting from disclosing the effect of changing in standards (Q14.5) as well as 
disagree on exempting from using straight line method to expense the operating 
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lease (14.17); and neutral viewpoint by auditors was presented for both proposal of  
disallowing the reference to other standard – setting body (Q14.24) as well as 
expensing the cost of arrangement and negation of lease that are incurred by 
manufacturers or dealers, instead of capitalise them (Q14.16). Hence, the difference 
between both group was significant, t (589) = 2.931, P < .01.   
Factor three includes some suggestions under IFRS for SMEs to measure some 
assets. Although the overall means of managers’ group (M = 2.72, SE = .038) 
indicates neither agree nor disagree opinion, all suggestions were disagreed by 
managers except the proposal of using the most recent price for inventory (Q14.19). 
On the other hand, auditors (M = 3.72, SE = .062) agreed on all proposals pertaining 
to measure property plant and equipment, investment property, intangible assets, 
and inventory. Consequently, the difference was significant between the groups, t 
(593) = -13.581, P < .01.  
Both groups of participants expressed an obvious agreement on suggestions 
encompassed in factor attributed to intangible assets. As a result, the differences 
between managers (M = 3.85, SE = .042) and auditors (M = 3.80, SE = .053) was 
not significant for this factor, t (591) = .684, ns. 
Regarding factor five that covers several proposals for evaluating some estimations, 
both managers (M = 3.85, SE = .040) and auditors (M = 3.94, SE = .053) agreed 
entirely on all proposed ideas in IFRS for SMEs. Thus, the difference between 
managers and auditors was not different, t (600) = -1.362, ns. 
Table 5.46: The mean and results of ANOVA test regarding economic sectors 
(objective three, suitability of topics).   
Factor  
Mean 
SD 
The 
overall 
mean of 
all 
groups 
DF F Sig 
Group Mean  
One 
Manufacturing 3.77 0.57 
3.88 443 0.688 0.6 
Trade 3.94 0.92 
Agriculture 3.87 0.82 
Construction 3.78 0.75 
Service 3.88 0.83 
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Two  
Manufacturing 3.12 0.56 
3.22 492 0.739 .566 
Trade 3.17 0.84 
Agriculture 3.27 0.38 
Construction 3.19 0.69 
Service 3.34 1.06 
Three 
Manufacturing 2.96 0.69 
2.72 111.817 10.519 .000 
Trade 2.46 0.7 
Agriculture 2.54 0.89 
Construction 2.76 0.46 
Service 2.94 0.88 
Four 
Manufacturing 4.25 0.47 
3.85 111.918 15.592 .000 
Trade 3.93 0.81 
Agriculture 4.09 0.57 
Construction 3.49 0.93 
Service 3.51 1.04 
Five 
Manufacturing 3.87 0.56 
3.85 124.767 6.679 .000 
Trade 3.91 0.84 
Agriculture 4.18 0.38 
Construction 3.87 0.69 
Service 3.64 1.06 
Scale: 
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
As shown in table (5.46) and in appendix (F, table 10), the respondents from all 
sectors generally agreed on the proposals of IFRS for SMEs regarding some 
presentation matters (factor one). Total mean score for the whole economic sectors 
categories reflected an agreement to the suggestions about presentation’s issues 
making up factor one.  
The mean score of factor two for all economic sectors indicated that respondents 
gave neutral points of view. Total mean score revealed neutral agreement to the 
suggestions within factor two except Q14.24, which has been generally agreed by 
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managers, except those in trade and agriculture sectors who neither agree nor 
disagree on the proposal in Q14.24. 
Managers of entities in manufacturing, construction, and service sectors neither 
agreed nor disagreed on the proposal pertaining to options used to measure some 
kinds of assets (factor three), however, the perceptions of those within trade and 
agriculture sectors tend to disagree on these proposals. Although the overall mean 
returns neutral attitudes, the individual mean’s score for items comprising this factor 
were as follows; Q14.7, 8, and 12 were disagreed by managers; and Q14.19 was 
agreed by managers excluding those who work within the trade and agriculture 
sectors who present neutral opinions.  
The perceptions in terms of several intangible assets matters (factor four) tend to 
be agreed by managers across economic sectors except manufacturing sector that 
the managers of its entities strongly agreed on the proposals under this factor. Total 
mean score exposed agreed opinions to all suggestions together and individually 
covering factor four except the opinions of respondents from manufacturing sector 
who strongly agreed on these suggestions. 
Apparently, the managers of all sectors agreed on the proposals of IFRS for SMEs 
for particular estimation issues such as; impairment, depreciation, amortisation, 
useful life, and residual value (factor five). The overall mean score across all 
economic sectors categories represented an agreed point of view to all suggestions 
as one sum and separately regarding matters of estimation incorporated in factor 
five.  
All in all, the aforesaid proposals of the five factors were agreed in total by the entire 
groups as whole and individually. And so, it is worthwhile to examine the differences 
between groups for each single factor separately. In order to inspect whether the 
differences amongst respondents from different sectors are significantly different or 
not, the Anova test has been conducted as illustrated below.  
A one-way Anova between-groups analysis of variance was performed to discover 
the differences in perceptions among group of respondent for numerous proposals 
pertaining to presentation matters under IFRS for SMEs.  Respondents were divided 
into five groups based on economic sectors to which they belong. The perception 
on factor one was not significantly different at the p < .05 for the five sectors’ groups: 
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F (4, 443) = .688, ns. As a result, further analysis via Post-hoc comparisons is 
meaningless as the difference was found insignificant.  
 
In determining the significance in perceptions’ differences amongst group of 
respondents for several suggestions regarding expensing some costs, lease issue, 
and standards’ issues under IFRS for SMEs, a one-way Anova between-groups 
analysis of variance was conducted. The difference in their opinions on factor two 
was not significant at the p < .05 for the five sectors’ groups: F (4, 429) = .739, ns. 
Accordingly, Post-hoc comparisons’ analysis is not necessary as the difference was 
insignificant.  
 
By conducting Anova test, the difference in managers opinions based on economic 
sectors for factor three was significant at the p < .01 for the five sectors’ groups: F 
(4, 111.817) = 10.519, P= .000. Accordingly, Post-hoc comparisons’ analysis is 
necessary so as to reveal the place of these differences.  
 
Anova test shows that the difference in managers opinions according to economic 
sectors for the fourth factor was significant at the p < .01 for the five sectors’ groups: 
F (4, 111.918) = 15.592, P= .000. Post-hoc comparisons’ analysis is provided below. 
 
A one-way Anova between-groups showed that there was a significant difference  
in managers views according to economic sectors for the fifth factor at the p < .01 
for the five sectors’ groups: F (4, 124.767) = 6.679, P= .000. Similar to factor three 
and four, Post-hoc comparisons’ analysis is shown below.  
 
As shown in Appendix (H, table 3), Post-hoc comparisons with Games-Howell test 
for factor three indicated that only the mean score for trade sector (M = 2.46, SD = 
.70) was significantly different from both manufacturing (M = 2.96, SD = .69) and 
service sectors (M = 2.94, SD = .88). While agriculture (M = 2.54, SD = .89); and 
construction sectors (M = 2.76, SD = .46) were not significantly different from other 
sectors. 
 
Moreover, Post-hoc comparisons with Games-Howell test for factor four point out 
that the perceptions of managers across sectors were significantly different from 
each other except the similarity of the following pairwise that were not significantly 
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different from other sectors:   manufacturing (M = 4.25, SD = .47) with agriculture 
sectors (M = 4.09, SD = .57); trade sector (M = 3.93, SD = .81) with both agriculture 
and construction sectors (M = 3.49, SD = .93); and finally construction with service 
sectors (M = 3.51, SD = 1.04).  
 
Furthermore, Post-hoc comparisons with Games-Howell test for fifth factor specified 
that only the mean score of agriculture sector (M = 4.18, SD = .38) was significantly 
different from; manufacturing (M = 3.87, SD = .56); service sectors (M = 3.64, SD = 
1.06); and trade (M = 3.91, SD = .84) while it was not significantly different from 
construction sector (M = 3.87, SD = .69). 
 
Table 5.47: The mean score and ANOVA results across legal forms (objective three, 
suitability of topics). 
Factor 
Mean 
SD 
The 
overall 
mean of 
all groups 
DF F Sig 
Group Mean  
One 
Limited L 3.82 0.83 
3.88 37.035 28.937 .000 
General P 4.31 0.39 
Limited P 4.3 0.38 
Civil  4.32 0.28 
Private S 2.88 0.81 
Two 
Limited L 3.25 0.92 
3.22 429 0.548 0.7 
General P 3.13 0.94 
Limited P 3.13 0.87 
Civil  3.42 0.89 
Private S 3.04 0.88 
Three 
Limited L 2.78 0.85 
2.72 20.647 4.999 .006 
General P 2.39 0.52 
Limited P 2.71 0.69 
Civil  2.84 0.38 
Private S 2.62 0.5 
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Four 
Limited L 3.83 0.9 
3.85 28.985 1.42 .252 
General P 3.97 0.77 
Limited P 4.07 0.64 
Civil  3.9 0.62 
Private S 3.56 1.02 
Five 
Limited L 3.73 0.91 
3.85 36.512 9.57 .000 
General P 4.13 0.49 
Limited P 4.12 0.69 
Civil  4.33 0.33 
Private S 4.15 0.55 
Scale: 
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
As indicated in table (5.47) and appendix (F, table 11), the managers of all different 
legal forms agreed strongly on the proposals of IFRS for SMEs regarding some 
presentation matters (factor one) except the managers of both limited liability entities 
who agreed on those proposals and the private shareholders entities who presented 
neutral views .  Total mean score for all legal forms types’ categories reflected an 
agreement to the ideas under IFRS for SMEs about presentation’s matters except 
shareholders managers who refuse the ideas in questions Q14.1, 2 and passed 
neutral opinions for questions Q14.3, 4. 
The mean score of factor two for all legal forms point to that managers reflected 
neutral views except civil firms that provided overall agreed views on proposals 
included in second factor. Total mean score revealed neutral agreement to the 
suggestions within factor two except Q14.24, which has been generally agreed by 
managers. Distinctly, managers of private shareholders entities disagreed on offer 
by IFRS for SMEs to exempt from using the straight line method to recognize the 
operating lease payments when payments have been organized to rise in line with 
anticipated inflation (Q14.17).   
Managers of entities across different legal forms neither agreed nor disagreed on 
the proposal pertaining to options used to measure certain assets (factor three), 
nevertheless,  perception of those within general partnership tend to disagree on 
these proposals. Although the overall mean shows neutral views, the individual point 
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of views for items comprising this factor were likely to be disagreed by managers 
except the suggestion of using the most recent price for approximating inventory 
(Q14.19), which alternated from agree to strongly agree.  
The perceptions in terms of several intangible assets matters (factor four) tended to 
agree by managers across all legal forms’ entities. Total mean score exposed 
agreed opinions to all suggestions together and individually covering factor four. 
Actually, the managers of all entities’ legal form agreed on the proposals of IFRS for 
SMEs for specific estimation issues regarding; impairment, depreciation, 
amortisation, useful life, and residual value (factor five) except those belonging to 
civil entities who strongly agreed on these suggestions. The overall mean score 
characterized an agreed point of view to all suggestions as whole and independently 
regarding estimation’s matters merged to be factor five. 
To sum up, all proposals were agreed by respondents across all groups except the 
managers of private shareholders entities who believe that these suggestions are 
generally neither agree nor disagree to be in place instead of those belong to full 
IFRS. Thus, it is worthwhile to inspect the differences between groups based on 
legal form for each particular factor individually. For this purpose, Anova test has 
been conducted as illustrated below.  
A one-way Anova between-groups analysis of variance was performed to discover 
the differences in perceptions among group of respondents for numerous proposals 
pertaining to presentation matters under IFRS for SMEs.  Respondents were 
allocated into five groups based on entities’ legal forms. The perception’s difference 
on factor one was statistically significant at the p < .01 for the five legal forms’ 
groups: F (4, 37.035) = 28.937, P= .000. Accordingly, additional analysis through 
Post-hoc comparisons is meaningful to detect the exact differences among groups.  
On the contrary, this test reveals that the difference in their points of view on factor 
two was not significant at the p < .05 for the five legal forms’ groups: F (4, 429) = 
.548, ns. Therefore, supplementary analysis through Post-hoc comparisons is not 
necessary. 
 
Parallel to factor one, their perception on suggestions pertaining to measure 
particular assets (factor three) was significantly different at the p < .01 for the five 
legal forms’ groups: F (4, 20.647) = 4.999, P= .006. Post-hoc comparisons are 
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provided below. In terms of the suggestions as to intangible assets (factor four), 
their point of views did not differ significantly at the p < .05 for the five legal forms’ 
groups: F (4, 28.985) = 1.420, ns. On the other hand, their points of view regarding 
the suggestions of some estimation issues (factor five) were statistically significantly 
different at the p < .01 for the five legal forms’ groups: F (4, 36.512) = 9.570, P= 
.000. Hence, supplementary analysis through Post-hoc comparisons is worthwhile 
to spot the precise differences amongst various legal forms. 
 
As illustrated in appendix (H, table 4), Post-hoc comparisons with Games-Howell 
test for factor one indicated that the mean score for limited liabilities’ entities (M = 
3.82, SD = .83) and private shareholders (M = 2.88, SD = .81) was significantly 
different from each other and from all others types of entities whilst general 
partnership (M = 4.31, SD = .39), limited partnership (M = 4.30, SD = .38), and civil 
entities (M = 4.32, SD = .28) were not significantly different from each other. This 
analysis also revealed that the mean scores regarding factor three were not 
significantly different among all groups except limited liability entities (M = 2.78, SD 
= .85) and general partnership (M = 2.39, SD = .52) that was significantly different 
from each other. All others types of entities that are: private shareholders (M = 2.62, 
SD = .50); limited partnership (M = 2.71, SD = .69); and civil entities (M = 2.84, SD 
= .38) were not significantly different from each other and from the limited liability 
and general partnership entities.  
 
Besides that, managers’ perceptions with respect to fifth factor were not significantly 
different among all groups except those belonging to limited liability entities (M = 
3.73, SD = .91) who differed significantly in their views regarding the suggestions of 
estimation issues from managers of; general partnership (M = 4.13, SD = .49); 
private shareholders (M = 4.15, SD = .55); and civil entities (M = 4.33, SD = .33) 
whilst they were not significantly different in their opinions from the managers of 
limited partnership entities (M = 4.12, SD = .69). 
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Table 5.48: The mean score and ANOVA results across the categories of number 
of employees (objective three, suitability of topics). 
Factor 
Mean 
SD 
The 
overall 
mean of 
all groups 
DF F Sig 
Group Mean  
One 
1 - 9 4.03 0.68 
3.88 445 3.58 0.029 10 - 49 3.95 0.78 
50 - 249 3.76 0.88 
Two 
1 - 9 3.48 0.9 
3.22 431 3.438 0.033 10 - 49 3.25 0.94 
50 - 249 3.12 0.87 
Three 
1 - 9 2.6 0.77 
2.72 435 2.242 0.107 10 - 49 2.67 0.8 
50 - 249 2.8 0.78 
Four 
1 - 9 3.79 0.93 
3.85 433 2.267 0.105 10 - 49 3.94 0.82 
50 - 249 3.76 0.92 
Five 
1 - 9 3.93 0.78 
3.85 442 .0874 .418 10 - 49 3.88 0.82 
50 - 249 3.78 0.89 
Scale: 
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
As presented in table (5.48) and appendix (F, table 12) for all factors. To begin with 
suggestions regarding presentation’s matters (factor one), the managers of all 
different size entities based on employees’ numbers agreed on those proposals of 
IFRS for SMEs.  Total mean score fell into the agree category to the ideas under 
IFRS for SMEs about presentation’s matters. 
The mean score of factor two for all groups of respondents based on firm’s 
employees’ numbers categorise that managers of entities with 10 employees and 
more provided neutral opinions; nevertheless, the managers of those with less than 
10 employees express explicit agreement on the proposals within this factor.  Total 
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mean score revealed neutral agreement to all suggestions except Q14.24, which 
has been generally agreed by managers of entities across all employees’ numbers.  
Managers of all different employees’ numbers entities were neither agreed nor 
disagreed on the proposal pertaining to options used to measure certain assets 
(factor three), on the other hand, although the overall mean reflect neutral opinions, 
the discrete analysis for items covering this factor were likely to be disagreed by 
managers except the proposition of using the most recent price for approximating 
inventory (Q14.19), which was almost tend to agree expressed by respondents 
through all categories. The perceptions in terms of intangible assets matters (factor 
four) were characteristic to be agreed by managers across all class of entities 
according to employees’ numbers. Correspondingly, total mean score point towards 
agreed opinions to all suggestions together and separately covering this factor. 
As same as factor four, the managers of all class of entities agreed on the proposals 
of IFRS for SMEs for specific estimation issues (factor five). The overall mean score 
described an agreed opinion to all ideas under IFRS for SMEs, as whole and 
individually for each item encompassed in fifth factor. 
In summary, all suggestions were agreed by respondents across all entities with 
various employees’ numbers. Accordingly, it is valuable to check the existence of 
the differences amongst groups for each specific factor discretely. Subsequently, 
Anova test has been performed to accomplish this mission as illustrated below.  
 
A one-way Anova between-groups analysis of variance was executed to determine 
the differences in opinions amongst group of respondents for numerous proposals 
pertaining to presentation matters under IFRS for SMEs.  Respondents were 
separated into three groups based on entities’ employees’ numbers. The 
perception’s difference on factor one was statistically significant at the p < .05 for 
the three groups: F (2, 445) = 3.580, P= .029.  
 
By the same fashion, the view’s difference with respect to factor two was statistically 
significant at the p < .05 for the three groups: F (2, 431) = 3.438, P= .033. For that 
reason, further analysis via Post-hoc comparisons is vital to distinguish the exact 
differences.  
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On the contrary, Anova test revealed that the rest of three factors were not perceived 
significantly different at the p < .05 for the three groups, which were respectively as 
follows: F (2, 435) = 2.242, ns; F (2, 433) = 2.267, ns; and F (2, 442) = .874, ns. 
 
As shown in appendix (H, table 5), Post-hoc comparisons with Tukey HSD, 
Hochberg, and LCD tests for factor one indicated that the mean score for entities 
with 10-49 employees (M = 3.95, SD = .78) and entities with 50-249 employees (M 
= 3.76, SD = .88) was significantly different from each other while they were not 
significantly different from entities with 1-9 employees (M = 4.03, SD = .68). 
  
Also as presented in appendix (H, table 6), Post-hoc comparisons with Tukey HSD, 
Hochberg, and LCD tests for factor two indicated that the mean score for entities 
with 1-9 employees (M = 3.12, SD = .90) and entities with 50-249 employees (M = 
3.48, SD = .87) was significantly different from each other while they were not 
significantly different from entities with 10-49 employees (M = 3.25, SD = .94). 
 
Table 5.49: The mean score and ANOVA results across size clusters (objective 
three, suitability of topics). 
Factor 
Mean 
SD 
The 
overall 
mean of 
all groups 
DF F Sig 
Group Mean  
One 
A 3.88 0.86 
3.89 441 0.402 0.848 
B 3.91 0.68 
C 4.38 0.53 
D 3.87 0.81 
E 3.83 0.67 
G 3.44 0.97 
Two 
A 3.28 0.91 
3.12 427 1.037 0.396 
B 3.3 0.95 
C 3.33 0.71 
D 3.17 0.94 
E 3.12 0.71 
G 2.54 0.86 
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Three 
A 2.77 0.8 
2.74 431 1.066 0.379 
B 2.96 0.82 
C 2.88 0.53 
D 2.63 0.8 
E 2.73 0.72 
G 2.44 0.31 
Four 
A 3.83 0.93 
3.86 429 0.693 0.629 
B 4.12 0.44 
C 3.5 1.18 
D 3.83 0.86 
E 4.03 0.71 
G 3.83 1.29 
Five 
A 3.92 0.84 
3.89 438 0.845 0.518 
B 3.83 0.57 
C 4.17 0.24 
D 3.75 0.89 
E 3.83 0.75 
G 3.83 1.04 
Scale: 
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
 
As presented in table (5.49) and appendix (F, table 13), the presentation’s matters 
(factor one), the managers of all different size entities based on total assets and 
turnover agreed on those proposals of IFRS for SMEs.  Total mean score shows 
agreement to the concepts under IFRS for SMEs about presentation’s materials. 
The mean score of factor two for all groups of respondents delivered neutral views 
except the last two categories (F, J) that their managers disagreed on the proposals 
within this factor.  Total mean score revealed neutral agreement to all suggestions 
except Q14.24, which has been generally agreed by managers of entities across all 
sizes excluding the aforementioned last two groups of respondents who are 
unwilling to refer to any standards setter-body (Q14.24).  
Managers of all entities neither agreed nor disagreed on the proposal pertaining to 
options used to measure certain assets (factor three) except those belonging to last 
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category who present plain disagreement on these suggestions. On the other hand, 
although the overall mean reflect neutral opinions, the detailed analysis for 
questions within factor three were disagreed by managers except the plan of using 
the most recent price for approximating inventory (Q14.19), which was almost 
leaning towards agreed opinion across all categories without the last category.  
Obviously, the insights with respect to intangible assets matters (factor four) were 
termed to be agreed by managers across all class of entities based on the range of 
both total assets and turnover. Consistently, the overall mean score indicates 
agreed attitudes to all suggestions covering this factor, even if they were considered 
either together or separately. 
Corresponding to factor four, the managers of all class of entities agreed on the 
proposals of IFRS for SMEs within the fifth factor. The total mean score shows an 
agreed point of view to all proposals under IFRS for SMEs. 
In brief, all propositions were likely to be agreed by all respondents across all diverse 
sizes of entities. Consequently, checking the differences amongst groups for each 
factor separately is deemed meaningful. This task is achieved by conducting Anova 
test as shown below.  
 
A one-way Anova between-groups analysis of variance was performed to define 
whether the differences in views among group of participants for several proposals 
existed or not.  Respondents were divided into six groups based on entities’ range 
of total assets and turnover, bearing in mind that F category was eliminated from 
Anova test because it has less than two cases.  
 
The perception’s difference on all five factors was not statistically significant at the 
p < .05 for the six groups, which were respectively as follows: F (5, 441) = .402, ns; 
F (5, 427) = 1.037, ns; F (5, 431) = 1.066, ns; F (5, 429) = .693, ns; and F (5, 438) 
= .845, ns. 
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Table 5.50: The mean score and the results of t test for two management styles 
(objective three, suitability of topics). 
Factor 
Mean 
SE 
The 
mean 
for both 
group 
Df t Sig 
Group  Mean  
One  
Yes   3.98 0.042 3.88 446 3.794 .000 
No  3.63 0.081 
Two  
Yes   3.22 0.052 3.22 432 0.367 0.714 
No  3.21 0.08 
Three  
Yes   2.69 0.044 2.72 436 -1.447 0.149 
No  2.79 0.073 
Four  
Yes   3.83 0.051 3.85 434 -1.09 0.277 
No  3.92 0.072 
Five  
Yes   3.86 0.047 3.85 443 0.443 0.658 
No  3.62 0.077 
Scale:  
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
 
As shown in table (5.50) and appendix (F, table 14), proposals under IFRS for SMEs 
have been agreed generally by both groups of respondents. So, examining the 
differences between the two groups for each factor independently is considered 
important. This was achieved by performing independent t test as shown below.  
Although the respondents from companies where their owners were involved 
directly in management (M = 3.98, SE = .042) and not involved in management (M 
= 3.63, SE = .081) agreed on proposed amendments of full IFRS as to presentation 
issues (factor one) to be contained within IFRS for SMEs, the difference in the two 
groups’ opinion was significant, t (446) = 3.794, P < .01, due to the variance between 
the means of these groups, which is greater in the first group. 
 
With respect to factor two, both groups express a neutral point of view to all 
suggestions comprised in this factor except the reference to another standard- 
setting body when necessary (Q14.24) that was agreed by both groups. 
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Subsequently, the perception’s difference between respondents from firms 
managed substantially by owners (M = 3.22, SE = .052) and those that are not 
managed by owners (M = 3.21, SE = .080), was not significant, t (432) =.367, ns.  
 
Even though the difference was found to be insignificant in factor three, t (436) = -
1.447, ns, whereas their overall points of view are neutral, all suggestions within this 
factor disagreed except the suggestion of using the most recent price for 
approximating inventory (Q14.19) that was agreed by both groups. In addition, 
although the proposal of measuring investment property according to circumstances 
was refused by participants of companies managed substantially by owners (M = 
2.69, SE = .044), this suggestion was neither agreed nor disagreed by those that 
are not managed by owners (M = 2.79, SE = .073).  
 
All pertinent proposals of intangible assets in factor four were agreed by participants 
of firms with owner manager oriented group (M = 3.83, SE = .051) and a little more 
by firms managed by non- owners (M = 3.92, SE = .072). The difference was not 
significant between the two groups, t (434) = -1.090, ns. 
 
The last factor consisted of numerous suggestions for impairment, depreciation, 
amortisation, useful life, and residual value that can be summed into estimations. 
The related suggestions to these estimations were agreed by respondents from 
firms managed essentially by owners (M = 3.86, SE = .047) and those that are not 
directly managed by owners (M = 3.82, SE = .077). The opinions of both groups 
were not significantly different, t (443) = .443, ns. 
 
Table 5.51: summary of analysis pertaining to standards. 
items 
Categories 
means & Sig 
Factor 
1 
Factor 
2 
Factor 
3 
Factor 
4 
Factor 
5 
note 
G
ro
u
p
 Managers 
mean 
3.88 3.22 2.72 3.85 3.85 
 
Auditor mean 3.47 3.04 3.72 3.80 3.94 
Sig .000 .004 .000 .495 .174 
Ec
o
n
o
m
ic
 
se
ct
o
r 
Manufacturing 3.77 3.12 2.96 4.25 3.87 
Factor 3: trade sector 
was significantly 
different from both 
manufacturing and 
service sectors. While 
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Trade 3.94 3.17 2.46 3.93 3.91 
agriculture and 
construction sectors 
were not significantly 
different from other 
sectors. 
Factor 4: that the 
perceptions of 
managers across 
sectors were 
significantly different 
from each other except 
the similarity of the 
following pairwise that 
were not significantly 
different from other 
sectors:   
manufacturing with 
agriculture sectors ; 
trade sector with both 
agriculture and 
construction sectors; 
and finally construction 
with service sectors 
  
Factor five: only the 
mean score of 
agriculture sector was 
significantly different 
from manufacturing 
service and trade 
sectors while it was not 
significantly different 
from construction 
sector. 
Agriculture 3.87 3.27 2.54 4.09 4.18 
Construction 3.78 3.19 2.76 3.49 3.87 
Service 3.88 3.34 2.94 3.51 3.64 
Sig .600 .566 .000 .000 .000 
Le
ga
l f
o
rm
 
Limited liability 3.82 3.25 2.78 3.83 3.73 
Factor 1: limited liability 
entities and private 
shareholders was 
significantly different 
from each other and 
from all other types of 
entities whilst general 
partnership, limited 
partnership, and civil 
entities were not 
significantly different 
from each other. 
Factor 3: all were not 
significantly different 
General 
partnership 
4.31 3.13 2.39 3.97 4.13 
Limited 
partnership 
4.3 3.13 2.71 4.07 4.12 
Civil 4.32 3.42 2.84 3.9 4.33 
Private 
shareholder 
2.88 3.04 2.62 3.56 4.15 
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Sig .000 .700 .606 .252 .000 
except limited liability 
companies with general 
partnership companies 
that were significantly 
different from each 
other. 
Factor 5: only limited 
liability companies 
were significantly 
different from others 
except limited 
partnership entities. 
N
u
m
b
er
 o
f 
em
p
lo
ye
es
 1-9 4.03 3.48 2.6 3.79 3.93 
Factor 1: only 10- 49 
was different from 50-
249 category. 
Factor 2: just 1-9 
category was 
significantly different 
from 50-249 category. 
10-49 3.95 3.25 2.67 3.94 3.88 
50-249 3.76 3.12 2.8 3.76 3.78 
Sig .029 .033 .107 .105 .418 
C
ro
ss
ta
b
 o
f 
th
e 
tu
rn
o
ve
r 
an
d
 
to
ta
l a
ss
e
ts
 r
an
ge
 
A 3.88 3.28 2.77 3.83 3.92 
 
B 3.91 3.3 2.96 4.12 3.83 
C 4.38 3.33 2.88 3.5 4.17 
D 3.87 3.17 2.63 3.83 3.75 
E 3.83 3.12 2.73 4.03 3.83 
J 3.44 2.54 2.44 3.83 3.83 
Sig .848 .396 .379 .629 .518 
O
w
n
er
s,
 
in
te
rf
e
re
n
ce
  
Yes 3.98 3.22 2.69 3.83 3.86 
 No 3.63 3.21 2.79 3.92 3.82 
Sig .000 .714 .149 .277 .658 
Scale:  
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
5.4.3.3 Adopter vs non-adopter 
 
The analysis of this part is pertaining to examine the difference in the opinions 
between adopter and non-adopter regarding items in questions 14, which have been 
classified based on question 13 for all topics that might be not applicable in some 
entities. Some items within question 13 have not been encompassed in this part of 
analysis due to several possibilities which might be: the related items in question 14 
have been eliminated as a result of data reduction from conducting factor analysis; 
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and the related items in question 14 have been deleted to increase the reliability to 
be more than 70% for each construct based on Cronbach Alpha test.  
All respondents to the unenclosed item belong to the same group that either adopter 
or non-adopter. 
The analysis of each pairwise of items in questions 13 and 14 are shown below:  
 
a- Q13.1 with Q14.4 and Q14.7 
 
Table 5.52: The mean score for adopter and non-adopter. 
Questions  Q13.1 N Mean 
Q14.4 Yes 286 4.02 
No 162 4.06 
Q14.7 Yes 285 2.55 
No 158 2.63 
 
Table 5.53: The results of t test. 
Items 
SE 
df t Sig 
Adopter   
Non-
adopter  
Q14.4 .053 .070 446 -.353 .724 
Q14.7 .074 .098 441 -.583 .560 
 
Both questions in table (5.66) are about investment property, the perceptions of 
adopters (M = 4.02, SE = .053) and non-adopter (M = 4.06, SE = .070) were not 
significantly different for the suggestion of exempting from disclosing the fair value 
of investment property that is accounted as PEE (Q14.4), t (446) = -.353, ns. 
Similarly, the opinions of adopters (M = 2.55, SE = .074) and non-adopter (M = 2.63, 
SE = .098) were not significantly different as regards proposition of  measuring the 
investment property according to circumstances rather than giving them the choice 
of the cost or fair value model (Q14.7), t (441) = -.583, ns. 
b- Q13.4 with Q14.9 
 
Table 5.54: The mean score for adopter and non-adopter. 
Question  Q13.4 N Mean 
Q14.9 Yes 430 3.90 
No 15 4.00 
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Table 5.55: The results of t test. 
Items 
SE 
df t Sig 
Adopter   
Non-
adopter  
Q14.9 .050 .28 443 -.350 .727 
 
The difference in the points of view between adopters (M = 3.90, SE = .050) and 
non- adopters (M = 4.00, SE = .28) was not significant for the proposal of accounting 
for the assets’ depreciation separately for the assets with different patterns of 
expected economic benefits consumption, t (443) = -.350, ns. 
c- Q13.5 with Q14.10, Q14.11, Q14.12, and Q14.13 
 
Table 5.56: The mean score for adopter and non-adopter. 
Questions  Q13.5 N Mean 
Q14.10 Yes 203 3.82 
No 239 3.81 
Q14.11 Yes 202 4.00 
No 241 3.85 
Q14.12 Yes 203 2.72 
No 242 2.26 
Q14.13 Yes 198 3.75 
No 244 3.89 
 
Table 5.57: The results of t test. 
Items 
SE 
df t Sig 
Adopter   
Non-
adopter  
Q14.10 .068 .059 440 .123 .902 
Q14.11 .079 .058 441 1.598 .111 
Q14.12 .075 .068 443 4.485 .000 
Q14.13 .076 .061 440 -1.416 .158 
 
The differences in the opinions  regarding several proposals for intangible assets 
between adopters and non-adopters were insignificant for all suggestions except 
using only the cost model for intangible assets (Q14.12), which was significant 
between adopters (M = 2.72, SE = .075)  and non-adopters (M = 2.26, SE = .068), 
t (443) = 4.485, P < .01. While the rest of the questions were not significant in their 
views of points of view as follow: 
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 To amortize the (other than goodwill indefinite-life) intangible assets over 10 
years (Q14.10), adopters (M = 3.82, SE = .068) and non-adopters (M = 3.81, 
SE = .059), t (443) = .123, ns.  
 To consider the useful life of intangible assets as finite (Q14.11), adopters (M 
= 4.00, SE = .079) and non-adopters (M = 3.85, SE = .058), t (441) = 1.598, 
ns. 
 To presume the life of intangible assets as 10 years (Q14.13), adopters (M = 
3.75, SE = .076) and non-adopters (M = 3.89, SE = .061), t (440) = -1.416, 
ns. 
 
d- Q13.7 with Q14.16 
 
Table 5.58: The mean score for adopter and non-adopter. 
Questions  Q13.7 N Mean 
Q14.16 Yes 294 3.09 
No 151 3.12 
 
Table 5.59: The results of t test. 
Items 
SE 
df t Sig 
Adopter   Non-adopter  
Q14.16 .075 .099 443 -.244 .807 
The difference between adopters’ opinions (M = 3.09, SE = .075) and non- adopters’ 
opinions (M = 3.12, SE = .099) was not significant for the recommendation of IFRS 
for SMEs to recognize the cost incurred by manufacturers or dealers lessor 
regarding arrangement or negotiation of lease as expenses instead of capitalizing 
them, t (443) = -.244, ns.  
e- Q13.8 with 14.17 
 
Table 5.60: The mean score for adopter and non-adopter. 
Question  Q13.8 N Mean 
Q14.17 Yes 318 3.16 
No 128 3.46 
 
Table 5.61: The results of t test. 
Items 
SE 
df t Sig 
Adopter   
Non-
adopter  
Q14.17 .069 .104 444 -2.358 .019 
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The difference between adopters (M = 3.16, SE = .069) and non- adopters (M = 
3.64, SE = .104) in terms of their belief was significant for the proposal under IFRS 
for SMEs To exempt from using the straight line method to recognize the operating 
lease payments when payments have been organized so as to rise in line with 
anticipated inflation, t (444) = -2.358, P < .05.  
f- Q13.10 with 14.19 
Table 5.62: The mean score for adopter and non-adopter. 
Question  Q13.10 N Mean 
Q14.19 Yes 320 3.3469 
No 125 3.9840 
 
Table 5.63: The results of t test. 
Items 
SE 
df t Sig 
Adopter   
Non-
adopter  
Q14.19 .068 .067 443 -6.670 .000 
 
 
The difference in the opinions between adopters (M = 3.35, SE =.068) and non- 
adopters (M = 3.98, SE = .067) was significant for the proposal for IFRS for SMEs 
to use the most recent purchase price to approximate the cost of inventory, t (443) 
= -6.670, P < .01.  
g- Q13.11 with 14.21 
Table 5.64: The mean score for adopter and non-adopter. 
Question  Q13.11 N Mean 
Q14.21 Yes 62 3.0161 
No 382 3.1963 
 
Table 5.65: The results of t test. 
Items 
SE 
df t Sig 
Adopter   
Non-
adopter  
Q14.21 .140 .061 442 -1.174 .244 
 
 
The perceptions’ difference between adopters (M = 3.02, SE =.140) and non- 
adopters (M = 3.20, SE = .061) was not significant for the proposition to recognize 
the borrowing cost as expenses instead of capitalizing them, t (442) = -1.174, ns.  
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h- Q13.12 with 14.22 
 
Table 5.66: The mean score for adopter and non-adopter. 
Question  Q13.12 N Mean 
Q14.22 Yes 89 3.12 
No 354 3.29 
 
Table 5.67: The results of t test. 
Items 
SE 
df t Sig 
Adopter   
Non-
adopter  
Q14.22 .119 .066 441 -1.207 .229 
 
The difference of opinion between adopters (M = 3.12, SE =.119) and non- adopters 
(M = 3.29, SE = .066) was not significant for the proposition to recognize the RD 
cost as expenses instead of capitalizing them, t (441) = -1.207, ns.  
5.4.4 Objective four: 
 
To empirically examine the perceptions of SMEs’ accounting information preparers 
and regulators regarding their agreement on some general concepts within this 
IFRS and examine the willingness of SMEs preparers to adopt IFRS for SMEs. 
 
Table 5.68: The means and results of t test (objective four). 
Factor 
Mean 
SE 
The 
mean 
for both 
group 
Df t Sig 
Group  Mean  
One  
Managers  3.76 0.042 
3.79 603 -0.571 0.569 
Auditors  3.79 0.044 
Two  
Managers  3.26 0.046 
3.4  603 -6.792 .000 
Auditors  3.75 0.056 
Scale: 
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
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Generally as presented in table (5.68) and appendix (F, table 15), respondents 
present a manifest willingness to adopt IFRS for SMEs (factor one) by agreeing to 
adopt IFRS for SMEs from the first year in which it is applied generally or used for 
tax purposes by all non-public entities and even if the adoption is either mandatory 
or voluntary as they found it necessary to adopt a new uniform set of international 
financial reporting standards.   
Again not only willingness to adopt IFRS for SMEs was evident by respondent but 
also they agreed on some general elements and concepts of IFRS for SMEs (factor 
two) whereas participants agreed on the notion to make IFRS for SMEs as 
standalone document as well as cross reference with full IFRS. Whilst introducing 
general purpose financial statement was neither agreed nor agreed when taking the 
response as a whole.  
Altogether, the themes of both factors were agreed in total for the whole groups of 
participants and individually. Consequently, it is valuable to inspect the differences 
between managers and auditors for each single factor discretely and to explore 
whether a significant difference between their opinions existed or not, by conducting 
an independent t test as presented below.      
The difference of views between managers (M = 3.76, SE =.042) and auditors (M = 
3.79, SE = .044) about their willingness to adopt International Financial Reporting 
Standards for SMEs (factor one), was not significant, t (603) = -.571, ns. Whereas 
both groups show their willingness to adopt the standards as they agreed on all 
questions comprising these factors. 
However, their opinions were significantly different regarding some concepts within 
IFRS for SMEs (factor two), t (603) = -6.792, P < .01. Managers (M = 3.26, SE =.046) 
neither agreed nor disagreed on all concepts contained in this factor whilst auditors 
(M = 3.75, SE =.056) agreed on these concepts.   
5.4.5 Objective five:  
 
To determine whether International Financial Reporting Standards (IFRS) for SMEs 
can influence positively or negatively the SMEs’ accounting practices as well as 
other transactions. 
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Table 5.69: The means and results of t test (objective five). 
Factor 
Mean 
SE 
The 
mean 
for both 
group 
Df t Sig 
Group  Mean  
One  
Managers  3.84 0.041 
3.84 603 0.141 0.888 
Auditors  3.83 0.047 
Two  
Managers  3.82 0.045 
3.85 603 -1.003 0.316 
Auditors  3.91 0.067 
Three  
Managers  3.62 0.054 
3.63 603 -0.389 0.697 
Auditors  3.66 0.063 
Four  
Managers  3.62 0.036 
3.77 601 1.237 0.217 
Auditors  3.66 0.043 
Five  
Managers  3.54 0.04 
3.61 303 -4.283 .000 
Auditors  3.8 0.047 
Scale: 
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
Uniquely as shown in table (5.69) and appendix (F, table 16), all questions that 
comprise the five factors were similarly agreed to have positive influence by 
respondents across both groups and overall. These questions examined the 
possible effects from applying IFRS for SMEs. The factors alongside the issues for 
which respondents predicted positive effects are listed below: 
1. Factor one: simplification. 
a. Preparing financial reports easily.  
b. Simplifying measurements. 
c. Easily understood standards compared to full IFRS.  
d. Simplifying audit work.  
e. Simplifying recognition.  
f. Reducing the amount of time to prepare financial reports.  
g. Reducing the effort needed to prepare financial reports. 
h. Facilitating tax department work. 
 
2. Factor two: enhance the ability of financial information for both decision 
making process and safeguarding and controlling the entity. 
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a. Improve the quality of accounting information for external users.  
b. Making appropriate decisions based on non-complex financial 
information.  
c. Improve the quality of accounting information for internal users. 
d. Making appropriate decisions based on more relevant financial 
information. 
e. Fulfilling the users’ needs in the financial statements.  
f. Safeguarding assets and obtaining good control.  
g. Reducing the competition risk by avoiding disclosing critical 
information due to irrelevant disclosure requirements.   
h. Disclosing only the relevant information. 
 
3. Factor three: developing standards for SMEs in Jordan. 
Decreasing the large amount of money and the efforts needed to put 
specialised accounting standards for Jordanian SMEs. 
 
4. Factor four: reducing the cost incurred by companies. 
a. Reducing the cost spent to prepare financial report.  
b. Reducing the audit fees. 
c. Reducing the bookkeeping cost.  
d. Reducing the cost for implementing the standards.  
e. Reducing the documentation cost. 
 
5. Factor five: using financial information for either comparability or financing 
decision purposes. 
a. Improving comparability with companies of the same size 
domestically.  
b. Obtaining credit from suppliers.  
c. Obtaining finance.  
d. Improving comparability with companies of the same size abroad. 
To sum up, these probable effects were agreed in total to be deemed as positive 
results from applying IFRS for SMEs by both groups. Accordingly, it is meaningful 
to check the differences between both groups for each single factor separately and 
to discover whether a significant difference between their opinions existed or not, by 
piloting an independent t test as presented below.     
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Managers (M = 3.84, SE =.041) and auditors (M = 3.83, SE =.047) expected positive 
effects on the simplifications of preparing and understanding the financial 
information (factor one). The differences in their perceptions were not significant, t 
(603) = .141, ns. 
In the same fashion, managers (M = 3.82, SE =.041) and auditors (M = 3.92, SE 
=.041) thought that IFRS for SMEs will contribute positively in enhancing the ability 
of financial information to achieve its desired targets (factor two). Although auditors 
show higher prospects, the difference in their opinions was not different regarding 
this factor, t (603) = -1.003, ns. 
Additionally, both groups believed that these standards are capable to save both 
money and effort needed to develop standards for these kinds of enterprises in 
Jordan (factor three) as the two group show a positive expectation. The difference 
between managers’ beliefs (M = 3.62, SE =.054) and auditors’ beliefs (M = 3.66, SE 
=.063) was not significant, t (603) = -.389, ns.   
By the same token, managers (M = 3.79, SE =.036) and auditors (M = 3.72, SE 
=.043) anticipated a positive contribution in reducing several types of costs incurred 
by entities information (factor four). The differences in their opinion were not 
significant, t (601) = 1.237, ns. 
On the other hand, even though both groups predicted positive effects from applying 
IFRS for SMEs on quality of financial information on both comparability and 
financing decisions (factor five), these expectations significantly differed between 
managers (M = 3.54, SE =.040) and auditors (M = 3.80, SE =.047) who were 
significantly higher in their expectations than managers, t (603) = -4.283, P < .01. 
5.4.5.1 Correlation: 
 
The table below shows the extent to which both groups of respondents believe in 
terms how IFRS for SMEs contributes in mitigating the highlighted problems in 
question 11, which was obtained by conducting a one tail correlation test between 
each problem within question 11 and the related item in question 16 that presents 
the expected positive or negative effect resulting from applying IFRS for SMEs on 
the aforesaid problem.        
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Table 5.70: Results of correlation test between items from question 11 and question 16.  
Correlated 
items 
Param
eter  
Managers Auditors 
Q11.3 with 
Q16.9 
R .211 -.128 
Sig P (one – tailed)<.01 
.000 
.056 
Q11.4 with 
Q16.8 
R .328 -.115 
Sig P (one – tailed)<.01 
.000 
.077 
Q11.5 with  
Q16.10 
R .080 -.060 
Sig P (one – tailed)<.05 
.047 
.226 
Q11.6 with  
 Q16.5 
R .193 -.115 
Sig P (one – tailed)<.01 
.000 
.075 
Q11.7 with 
Q16.11 
R .560 -.174 
Sig P (one – tailed)<.01 
.000 
P (one – tailed)<.05 
.015 
Q.11.8 with 
Q16.12 
R .111 -.219 
Sig P (one – tailed)<.01 
.010 
P (one – tailed)<.01 
.003 
Q11.9 with 
Q1613 
R .216 -.171 
Sig P (one – tailed)<.01 
.000 
P (one – tailed)<.05 
.016 
Q11.10 with 
Q16.14 
R .152 .085 
Sig P (one – tailed)<.01 
.001 
.144 
Q11.12 with 
Q16.6 
R .186 -.112 
Sig P (one – tailed)<.01 
.000 
.080 
Q11.13 with 
Q16.16 
R .495 .047 
Sig P (one – tailed)<.01 
.000 
.278 
Q.11.14 with 
Q16.17 
R .402 -.083 
Sig P (one – tailed)<.01 
.000 
.150 
Q11.15 with R .563 .145 
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Q16.18 Sig P (one – tailed)<.01 
.000 
P (one – tailed)<.05 
.035 
Q11.16 with 
Q16.19 
R .416 .207 
Sig P (one – tailed)<.01 
.000 
P (one – tailed)<.01 
.005 
Q11.17 with 
Q16.20 
R .211 .071 
Sig P (one – tailed)<.01 
.000 
.189 
Q11.18 with 
Q16.1 
R .104 -.117 
Sig P (one – tailed)<.05 
.014 
.073 
Q.11.19 with  
Q16.3 
R .056 .078 
Sig .119 .167 
Q11.19 with 
Q16.2 
R .029 .051 
Sig .273 .264 
 
The significant relationship between items from question11 and items from 
question16 mean that participants believe that IFRS for SMEs will contribute 
positively in mitigating the highlighted problems. On the other hand, it may not mean 
that the insignificant result indicate the opposite as considerable numbers of 
respondents do not consider the issue as an applicable problem to their entities, 
although they believe that IFRS for SMEs influence positively the mentioned matter. 
Moreover, as the correlation is one tail correlation, it might refer to the inconsistency 
of responses between these questions although the overall mean score indicates 
that they perceived the issue as a problem and that IFRS for SMEs will enhance 
solving the pertinent problem.     
By referring to the above table, it is obvious that managers thought significantly that 
IFRS for SMEs will contribute positively in solving all matters that have been 
determined as problems in question 11 except the correlation of question 11.19 and 
both of questions 16.2 and 16.3 that relate to the barriers regarding appropriate 
sources of finance. On the other extreme, auditors perceived significantly only in the 
pairwise of questions 11.15, 16.18 and 11.16, 16.19 that pertain respectively to the 
high cost to prepare financial reports and the difficulty in comparisons of financial 
position of same size enterprises domestically. Thus, managers were strictly more 
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optimistic regarding the capability of IFRS for SMEs in mitigating the problems 
associated with preparing and using financial information. 
5.4.6 Objective six:  
 
To identify the obstacles that may limit the effective application of IFRS for SMEs. 
 
Table 5.71: The means and results of t test (objective six). 
Factor 
Mean 
SE 
The 
mean 
for both 
group 
Df t Sig 
Group  Mean  
One  
Managers  2.40 0.035 
2.67 595 -14.677 0.000 
Auditors  3.43 0.062 
Two  
Managers  3.79 0.045 
3.78 603 0.488 0.626 
Auditors  3.76 0.064 
Three  
Managers  3.15 0.039 
3.30 600 -8.21 0.000 
Auditors  3.71 0.055 
Four  
Managers  2.43 0.05 
2.51 603 -3.265 0.001 
Auditors  2.74 0.076 
Five  
Managers  2.57 0.049 
2.80 603 -9.715 0.000 
Auditors  3.48 0.073 
Scale: 
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
Table (5.71) and appendix (F, table 17) illustrate the results of all factors pertaining 
to objective six. 
 
Factor one included several external drivers that might be seen as obstacles 
hindering the effective application of IFRS for SMEs such as; the different social and 
organizational culture; different concepts and behaviours; failure to separate 
ownership from management; different cultural values and modernism; different 
economic environment; different role of professional bodies and associations; and 
lack of accounting responsibilities by external entities. Although all of these issues 
were perceived neutrally, they were situated on the lower limit of neutral category to 
be essentially close to not considering them as obstacles. However, factor two that 
pertaining to funding difficulties like; the limited financial recourses; the lack of 
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guarantee to obtain credit and facilities; and the finance difficulties were pointed out 
by respondents as obstacles. Factor three was pertaining to lack of knowledge in 
accounting, which consists of numerous issues as follow: weakness of human 
recourses working in accounting field; weakness of accounting and finance 
knowledge among SMEs owners; weakness of applied accounting system; 
measurement and restatement difficulties at the first time adoption were neither 
agreed nor disagreed to deem as obstacles impeding the adoption of IFRS for SMEs 
except the last issue which has been considered as a hindrance.  
The matters associated with taxation (factor four) were: the preference of SMEs to 
prepare accounts for tax purposes only; and the concern about additional costs to 
prepare a second set of financial statements based on accounting regulation due to 
the tax purpose. Both matters were not regarded as adoption’s hindrances.  
Identical to factor one, factor five was attributed to law issues, which includes the 
issues relating to the existence of different law and legislation from those countries 
in which developed standards and the fact that some SMEs are not obligated by 
legislators to publish annual audited report. Respondents were neither agreed nor 
disagreed on both matters to be considered as difficulties that may obstruct the 
effective adoption of these standards.  
In short, these probable barriers were perceived neutrally as whole basis as well as 
by managers groups while they were viewed as obstacles by auditors. Hence, it is 
substantially important to evaluate the differences between both groups for each 
single factor separately and to ascertain whether a significant difference between 
their thoughts was existed or not, by performing an independent t test as illustrated 
below.     
There is a significant difference in the perceptions of the two groups regarding 
several potential external obstacles that may hinder the effective adoption of IFRS 
for SMEs (factor one), t (595) = -14.677, P < .01. Managers (M = 2.40, SE =.035) 
disagreed that these obstacles may impede the adoption of IFRS for SMEs even as 
auditors (M = 3.43, SE =.062) show overall neutral attitudes toward these probable 
external barriers.  
Conversely, their points of view were not significantly different in terms of funding 
difficulties (factor two), t (603) = .488, ns. The reason being that managers (M = 
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3.79, SE =.045) and auditors (M = 3.76, SE =.064) agreed to consider these 
obstacles as key hindrances.   
Factor three, which is about the lack of accounting and finance skills, was neither 
agreed nor disagreed by managers (M = 3.15, SE =.039) to be considered as 
obstacles even though the measurement and restatement difficulties at the first time 
adoption was considered as obstacles by managers. Conservatively, auditors (M = 
3.71, SE =.055) agreed that these obstacles are deemed major impediments to 
apply IFRS for SMEs effectively. Hence, the perceptions of both groups on this 
factor was significantly different, t (600) = -8.210, P < .01.  
The barriers that pertain to taxation matters (factor four) were not perceived by 
managers (M = 2.43, SE =.050) as obstacles to hamper the effective application of 
IFRS for SMEs, but auditors (M = 2.74, SE =.076) neither agreed nor disagreed to 
treat them as obstructions. Accordingly, the difference between their opinions was 
significant, t (603) = -3.265, P < .01. 
Obviously, the opinions of both groups were significantly different in respect to 
possible obstacles related to law and legislative matters (factor five), t (603) = -
9.715, P < .01. Whereas managers (M = 2.57, SE =.049) disagreed to consider them 
as obstacles while auditors (M = 3.48, SE =.073) agreed on judging them as 
hindering applying IFRS for SMEs.   
5.5 Summary 
 
The findings of this study indicate that the main user groups of financial information 
produced by SMEs were: managers, banks, public authorities, and financial analyst 
followed by individual investors, suppliers, credit agencies, while both employees 
and shareholders were deemed as rare users of financial statements. 
The issues regarding financial information and lack of expertise in accounting and 
IFRS were found as a problem by auditors group, while they were considered by 
managers as moderately affect their companies. Conversely, managers considered 
problems pertaining to the preparation of financial report material and more than 
auditors, although auditors also considered them problematic. In terms of complexity 
of recognition and measurements, these were considered as a problem by 
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managers and a moderate problem by auditors. Both groups found the cost of 
bookkeeping and auditing as a moderate problem to SMEs.  
With respect to the omitted topics under the IFRS for SMEs, both groups agreed 
that these topics are irrelevant to the SME context. The topics compromising 
presentation issues were found to be suitable by both groups with more emphasise 
by managers. The topics relate to expense some kind of cost instead of capitalise 
them as well as to lease and standards issues were neither agreed nor disagreed 
to be suitable by managers except the proposal to disallow the reference to another 
standard-setting body that was deemed suitable. However, those topics were 
generally found to be suitable according to the auditors’ points of view except the 
proposals to exempt from disclosure the effect of changes in standards, and from 
using straight line method to recognise the operating lease payments, which were 
considered by auditors as not suitable.  
While auditors agreed on all proposals under the IFRS for SMEs regarding the 
measurement of some kind of assets, managers disagreed with these proposal 
except for the suggestion to use the most recent purchase price to approximate the 
cost of inventory that was found as appropriate. Both groups agreed on all proposals 
under the IFSR for SMEs regarding the intangible assets and estimation issues. 
There were some differences and similarities in the points of view among managers 
regarding the mentioned topics across economic sectors, legal forms, size, and 
management structure. 
The findings also showed that both groups believe that the IFRS for SMEs will 
contribute positively in simplifying the understandibility and the accounting practice 
as well as enhancing the use of financial information for either decision making 
processes or safeguarding and control of the entity. Furthermore, these groups 
agreed that the IFRS for SMEs will save both money and effort needed to develop 
standards for SMEs in Jordan and reduce the cost incurred by companies. Similarly, 
increasing the capability of financial information for either comparability or financing 
decisions purposes were indicated as expected benefits from adopting such 
standards. 
The results also show that auditors were more concerned about some factors that 
may impede the effective adoption of IFRS for SMEs, including: funding difficulties; 
lack of skills in accounting and finance; law and legislative obstacles; and other 
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external factors such as culture, failure to separate ownership from management, 
and economic environment. While they neither agree nor disagree in considering 
taxation issues as hindrances. However, managers group did not agree to consider 
these factors as obstacles except the funding difficulties that they found to be a real 
hindrance, while the lack of skills in accounting and finance were found as 
moderately influencing the effective adoption of such standards.  
In the next chapter, the results obtained from administering that instrument are 
discussed in the light of the literature reviewed in Chapter Two. 
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6.1 Introduction 
This chapter presents a discussion of the findings from the questionnaire survey, 
and does so in the light of the literature explored in Chapter Two. It begins by 
reminding the reader of the seven objectives of the investigation, and then proceeds 
to take each of the objectives in turn. In this connection, Objective Seven, is covered 
in the discussion of Objective Three, when the five different factors are identified 
and discussed in detail. A consideration of the differences between adopters and 
non-adopters is included, in which an analysis is provided of why such differences 
are evident. Having presented the findings in respect of all the objectives, the 
chapter ends with a short summary. 
6.2 Objective One:  
 
To identify the main SMEs’ financial accounting information users.  
  
In respect of the first research objective, it has been established that the main users 
of SMEs’ accounting information were found to differ in nature from the main users 
of large companies’ accounting information, since SMEs’ audience is essentially 
comprised of managers, banks and creditors, public authorities, and analysts. This 
finding concurs with reports in the literature (Lungu et al., 2007, Collis and Jarvis, 
2000, Barker and Noonan, 1996, Page, 1984, Sian and Roberts, 2009).  Hattingh 
(2001) and Di Pietra et al. (2008) claim that the majority of non-public companies 
prepare financial statements for taxation purposes, obtaining loan from banks, 
presenting accurate information for investors, distributing profits to owners, and 
managerial purposes.   
Individual investors, suppliers, credit agencies, institutional investors, and 
customers, on the other hand, only use SMEs’ financial information moderately, as 
indicated by the findings of this study and others (Corsi and Garzella, 2003). For 
instance, suppliers are concerned with the average repayment period, and 
customers generally do not pay attention to financial statements as their interest lies 
in assessing the quality of the products or services provided. Indeed, Sian and 
Roberts (2009) concluded from their research that small entities do not 
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predominantly report their accounts in order to satisfy the needs of customers and 
suppliers. And in the present study, it was found that both employees and 
shareholders were rare, rather than frequent, users of financial statements, an 
observation which supports other reports in the literature (see Hattingh, 2001, Di 
Pietra et al., 2008). This is accounted for by the fact that shareholders and 
employees can generally witness managerial actions directly and can obtain 
financial information they require internally, thereby having a reduced demand for 
financial statements (McMahon and Stanger, 1995). However, not all studies have 
drawn this conclusion, since (Srijunpetch, 2009) observed shareholders to be 
among the prime users of SMEs’ financial information, together with managers and 
tax authorities.  
Some researchers have found managers to be the top users of SMEs’ financial 
information as they require such knowledge on a daily basis in order to allow them 
to operate their businesses effectively (Eierle and Schultze, 2009, Flegm, 2006). 
They use this financial information for the purpose of budgetary planning, exercising 
control over company activities, and making informed decisions and judgments 
(Jarvis and Collis, 2003). Furthermore, these financial statements are very useful 
when “deciding directors’ pay and bonuses, comparing performance with prior 
periods and in connection with loans or finance” (Collis and Jarvis, 2000:57).   
 
In terms of the main external users of SMEs’ financial statements, banks feature 
largely in this study, which confirms the findings of many papers reported in the 
literature (De Mesa Graziano, 2006, Albu et al., 2010). This is explained by the fact 
that banks tend to request comparable financial statements from entities of the same 
size, in exactly the same way as the stock exchange requires financial information 
from public entities to be presented in accordance with the Full IFRS (Albu et al., 
2010). In addition, the financial institutions require adequate and detailed 
information about entities’ financial positions that reflect the abilities of those 
enterprises to make loan repayments and meet interest charges (Quagli and 
Paoloni, 2012). Equally importantly, banks are interested in debt structures and 
require up-to-date actual and estimated cash flow statements alongside appropriate 
disclosures regarding  collaterals (De Mesa Graziano, 2006). SME managers’ 
attitudes towards the requirements of the financial institutions in this respect are 
coloured by the knowledge that their organisations are heavily reliant upon loans 
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from these institutions as their sources of finance, since they do not pursue equity 
funding for fear of losing control over the business (Bruns and Fletcher, 2008, Berry 
and Robertson, 2006).   
      
Other key external users of SMEs’ financial statements are seen as the tax 
authorities since it is their purpose to compute profit and deductible expenses, and 
to confirm that all expenses claimed are pertinent and reasonable (Lungu et al., 
2007).   
 
The differences between managers and auditors are seen to be related to their 
different considerations for customers, credit agencies, institutional investors, and 
shareholders, these being greater by managers than auditors, in all categories 
except for the shareholders.  
 
Clearly, then the results from this study indicate that the banks, tax authorities, and 
managers represent the main users of SMEs’ financial information, yet the IASB 
(2009) in its basic conclusion (BC49), states that the general purpose of financial 
statements according to the IFRS for SMEs is to present information for a wide 
range of users such as, shareholders, creditors, employees, and the public at large 
as well as managers, owners, lenders, and tax authorities (IASB, 2009e). 
 
However, BC54 states that in reality “SMEs often produce financial statements only 
for the use of owner-managers, or for tax reporting or other non-securities regulatory 
filing purposes. Financial statements produced solely for those purposes are not 
necessarily general purpose financial statements” (IASB, 2009e). And BC50 
indicates that the determination of taxable income implies the use of special purpose 
financial statements rather than general purpose financial statements. Hence, the 
specific target of general purpose financial statements presented by SMEs 
according to the IFRS for SMEs, is neither the determination of taxable income nor 
the determination of distributable income for SME owners.  
 
Also BC53 and BC54 indicate that the aim of general purpose financial statements 
according to the IFRS for SMEs is not to provide information to managers to facilitate 
their wise judgement, since managers can obtain what information they require for 
this purpose directly from the entity as can managers of companies applying the Full 
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IFRS; rather the function of such financial statements is to help managers to 
understand the financial transactions and to gain insight into the enterprise’s 
financial position, cash flow, and performance (IASB, 2009e). This is stressed by 
decision-usefulness theory which underpins the IFRSs. 
  
However, although the decision-usefulness theory is considered as a main 
underpinning by accounting bodies (Scott, 2002), the ability to meet the objectives 
of stewardship reports was actually ranked as the first priority of financial reporting 
by participants in this study, and indeed in others. Managers are consistently 
identified as the most common users of SMEs’ financial statements, this being 
indicated as a prime objective in the conceptual framework of 1989, paragraph 14 
(IASB, 2009c). However, this study’s participants confirmed that the financial reports 
of SMEs must not only fulfil the needs of management but also those of other 
external parties because this financial information is shared by both management 
on the one hand, and several different external parties on the other. Hence, it is 
general purpose financial statements that are required. Such a strategy ultimately 
minimises the asymmetries in the accounting information received by both the 
preparers and outsiders, as suggested in the conceptual framework embodying the 
IFRS for SMEs (Schiebel, 2008).  
Thus, it is not appropriate for the conceptual framework to ignore the needs of 
internal users simply because they have the ability to directly obtain the required 
information, as the stewardship objective is extremely important (BC53 and BC54) 
(IASB, 2009e), because the information required to satisfy the needs of external and 
internal users is actually the same (Lennard, 2007).  
 
Accordingly, the study’s respondents confirmed the need for general purpose 
financial statements that satisfy wide groups of users instead of focusing on one 
particular type of user, and in arguing their case, they also stressed the need to 
include the stewardship objective within the standards because managers are 
without doubt, the most common users of SMEs’ financial information.   
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6.3 Objective Two:  
 
To identify the problems facing SMEs in Jordan regarding the preparation and use 
of financial information. 
 
Regarding the problems facing Jordanian SMEs in the preparation and use of 
financial information, the results of the study show that managers are more 
concerned about these problems than are auditors. Indeed, there is a significant 
difference in the extent to which such problems are perceived by these two groups 
of individuals, but such variation is not so surprising given that one would expect the 
professionals to be more aware of the difficulties they face in the discharge of their 
professional duties. 
  
Generally, the findings indicate that problems pertaining to financial information and 
lack of expertise in accounting and IFRS were perceived only as moderate in 
intensity by managers, but as very real by auditors. The particular problems 
identified by all respondents are listed and discussed in the light of other scholars’ 
comments: 
 
1. The complexity in making comparisons of financial statements of same size 
entities both at home and abroad was one problem, and indeed, an issue 
also raised by Fearnley and Hines (2007) who point to the difficulty in 
applying the Full IFRS in respect of small entities, and the outcome that 
comparability across countries would be reduced by a voluntary approach on 
the part of SMEs to try to implement these. As there is no compulsion for 
SMEs to adopt these standards (in recognition of the fact that they were not 
designed for enterprises of such size), some may choose to use them, and 
others not. Hence, there would be no basis for universal comparability. 
 
2. The difficulty in obtaining finance was another problem identified. Here again, 
several previous studies have confirmed this as an issue (Gray et al., 1997, 
Trulsson, 1997), pointing to the difficulties encountered in meeting the 
requirements of commercial banks during loan applications,  unreasonable 
repayment arrangements, and high interest rates on monies borrowed. 
Additionally, the lack of qualified accountancy staff and overall expertise 
contributes substantially to the obstacles encountered in obtaining finance 
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because companies with poor levels of accountancy and auditing expertise 
are less likely to be able to provide the financial information needed by 
lenders to assess their ability to meet repayment obligations (Okpara and 
Kabongo, 2009).  
 
3. The lack of expertise and qualified employees in accounting was seen as 
another problem, concurring with the findings of those obtained in other 
studies (Tushabomwe-Kazooba, 2006, Okpara and Kabongo, 2009) that 
have shown the shortage of managerial and financial skills to be particular 
shortcomings in developing countries. Coskun and Altunisk (2002) reveal 
that the lack of training for employees is one of the main factors causing a 
weakness in managerial skills, and the presence of unqualified employees in 
accounting departments. Such a situation emerges because as Dincer 
(1996) has observed, SMEs are generally unable to appoint accounting 
professionals due to their expected salary levels which are associated with 
the ability to prepare financial statements based on standards that apply to 
large entities. This problem extends to audit and bookkeeping costs 
(Arrunada, 2008), meaning that it becomes severe, eventually resulting in 
stakeholders and managers being misled, or in the need to incur higher costs 
by hiring professionally-qualified personnel.    
  
4. Inappropriate decision-making because of the complexity and lack of 
financial information was yet another problem identified. This is caused by 
inappropriate or irrelevant presentation of financial statements within SMEs, 
since such statements are tax-driven rather than focusing on the presentation 
of useful information to stakeholders (Pacter, 2008). It is asserted that such 
problems in the presentation of financial statements could be minimised if 
simple guidelines were available. Indeed, having conducted a study in the 
UK, Thompson et al. (2009) argued that guidelines are required in order to 
properly apply standards, and that these should be simple, understandable, 
and helpful for relatively inexperienced managers of small businesses, who 
generally depend intensively on accountants for the preparation of their 
financial statements. Nonetheless, respondents in this study stressed that 
simplicity in the production of financial statements should not be at the 
expense of producing the type of information required for more sophisticated 
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stakeholders, such as lenders, and that it was necessary to provide a balance 
in content between the relevance and reliability of financial information.  
 
In addition, some problems linked to the lack of expertise and the weakness of 
financial information were perceived by both groups of respondents in this study as 
being moderately applicable to SMEs. For example, some financial information does 
not meet the needs of users. In this respect, Nerudova and Bohusova (2008) 
conclude that the Full IFRS satisfies the information needs of listed entities’ 
stakeholders, but the inappropriateness of the Full IFRS for the needs of SMEs is 
underlined by Jermakowicz and Epstein (2010), who argue that it is necessary to 
develop different financial standards for SMEs to meet their users’ demands. The 
lack of knowledge of the IFRS is only considered to be a moderate problem, as 
approximately 80% of respondents claimed to have more than a reasonable level of 
knowledge about the Full IFRS.  
 
However, the weakness in safeguarding assets and retaining good control was 
deemed to be a definite problem encountered by SMEs resulting from the lack of 
expertise and the weakness of financial information, which may in turn be caused 
by shortcomings in the quality of managerial skills, and accounting employees. 
Collis et al. (2004) cite the absence of such expertise as the reason for weak 
accounting systems, and the inability of such systems to protect assets and institute 
effective control mechanisms. Furthermore, both groups of respondents cited the 
high disclosure requirements as being detrimental to the effort to avoid breaching 
the privacy of companies, as such disclosure presented competitors with important 
information. Arrunada (2008) commented on the outcomes of such disclosure 
requirements as potentially breaching the privacy of companies, an issue which is 
also confirmed by Dedman and Lennox (2009) who refer to a survey of UK SMEs 
that revealed competition levels to be positively associated with the amount of 
disclosure evident. Clearly, competitors believe that financial statements represent 
an important source of information for securing insight about rival companies and 
making comparisons (Quagli and Paoloni, 2012). 
 
Moreover, the current study highlighted that problems pertaining to the preparation 
of financial reports, such as the cost, time and effort involved, as well as the need 
to comply with a high degree of disclosure, were appreciated by both respondent 
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groups, although rather more so by managers since ultimately it is managers who 
are responsible for earmarking the funding for the accounting function. These 
outcomes are in alignment with those obtained by Dincer (1996), who pointed out 
that SMEs are generally unable to appoint professionals due to the high cost 
associated with the preparation of financial statements (Arrunada, 2008). 
Furthermore, the implementation of the accounting standards applying to listed 
companies is not cost-effective for SMEs in emerging economies, since the nature 
of the environment makes the preparation of financial reports extremely complex, 
and hence, expensive (Haller and Eirle, 2008). Clearly, the variation in viewpoints 
between the auditors and managers is attributable to their different professional 
allegiances, the auditors to the auditing of financial transactions, and the managers 
to overall management (including funding). 
 
It is also known that the general purpose financial statements of listed companies, 
produced according to the Full IFRS, embody more sophisticated financial 
information than those of SMEs, thereby incurring greater costs in preparation 
(Harvey and Walton, 1996, Soderstrom and Sun, 2007). This degree of 
sophistication and the higher disclosure requirements demanded by the Full IFRS 
make these standards unsuitable for SMEs (Fearnley and Hines, 2007), and not 
cost effective (Cleminson and Rabin, 2002). Indeed, the obligation for SMEs to 
prepare their financial statements according to accounting standards that were not 
designed for them incurs undue financial strain for these entities (Dang-Duc, 2011). 
In summary, the significant amount of time and effort associated with the preparation 
of financial reports that comply with the Full IFRS, and the requirement to disclose 
a substantial amount of information, makes these standards prohibitive and certainly 
unattractive for SMEs. That said, Arrunada (2008) found the costs pertaining to the 
preparation of financial reports by SMEs to be likely to be less than those incurred 
by larger entities. But, Kitching (2006) finds, like the present study, that costs are 
indeed more onerous for SMEs as they cannot spread these over large-scale 
transactions or operations as can public companies.   
 
The differences between auditors and managers regarding their perceptions of the 
preparation of financial reports is quite likely to arise from demographic variations. 
For example, the majority of auditors either possess a good level of knowledge 
concerning the Full IFRS, or have experience amounting to more than six years, 
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which is not the case for managers. Hence, the auditor’s mind-set naturally differs 
from that of the manager. 
 
This is shown in the opinions regarding the complexity of measurements in use, and 
recognition. For example, managers regard these as genuine material problems, 
whereas auditors consider them to be of less concern, rating the level of this problem 
as being only moderate.  Managers’ concern seems to emanate from the fact that 
many measurements pertaining to the public market such as fair value, and 
revaluation of intangible assets, are not relevant for the users of SMEs’ financial 
information, unlike the situation for investors in public markets, due to differences in 
what they require from that information (Cole et al., 2009). 
The differences between auditors and managers regarding complexity of 
recognition and measurements might be tracked back to the differences in their 
characteristics in demographic data. Whereas the majority of auditors have either a 
good level of knowledge in full IFRS or their experience was greater than six years, 
which is not the case for managers. 
The cost of bookkeeping and auditing was also deemed by both groups as 
intermediate, but again, more concern in this connection was expressed by the 
group of managers. As already mentioned, Dincer (1996) notes the general inability 
of SMEs to appoint professionals because of the high cost of employing them, and 
Arrunada (2008) also confirms that audit and bookkeeping fees can be prohibitive. 
The need to employ professionals is a direct result of the lack of knowledge of the 
IFRS (Taylor, 2009), by the majority of employees within SMEs. To become familiar 
with these standards requires such enterprises to provide additional training and 
education regarding the preparation of financial statements, and as noted by Haller 
and Eierle (2004), the costs of such action are likely to increase even more if the 
jurisdiction’s GAAP were self-reliantly developed instead of being dependent on the 
IASs and IFRS. The fact that the auditor group attaches only moderate concern to 
this problem is a result of Jordan’s general dependence upon the IFRS in the 
preparation of financial statements rather than on its own GAAP, which the country 
has not tried to develop; and the logical outcome that the auditors believe 
themselves to be knowledgeable in this area. Indeed, it is again the difference in 
demographic characteristics between both groups that surfaces here since the SME 
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managers do not possess any real appreciation of the full IFRS, as emphasised by 
Taylor (2009)  
Whilst there were differences in the degree of impact of the problems observed by 
the two groups of respondents, none of the problems were felt to be insignificant. 
They all represented obstacles to the introduction of the Full IFRS within SMEs, 
ranging from attitudinal problems (feelings about the irrelevance of the Full IFRS to 
SMEs), to concrete difficulties encountered because of the complexity of 
information, levels of disclosure required, and absence of qualified staff. Hence, 
certain actions are needed to eradicate these barriers, such as the provision of 
training courses for employees in accounting, the provision of detailed and yet 
simple guidelines, and the formulation of different financial reporting standards that 
are more appropriate to SMEs given their different characteristics from large entities. 
Only with such responses will it possible to solve, or at least mitigate these 
problems. Given this understanding, the third objective, concerning the suitability of 
the IFRS for SMEs, representing a different set of financial reporting standards for 
these enterprises, was pursued.  
6.4 Objective Three and Seven:  
 
To evaluate the perceptions of SMEs’ accounting information preparers regarding 
the differences between the Full IFRS, and the IFRS for SMEs. 
 
In terms of the third objective, the respondents indicated that the topics included in 
the Full IFRS but omitted in the IFRS for SMEs, are indeed irrelevant to enterprises 
of this nature, since these companies have no need to report earnings per share, 
provide interim financial reporting, segment reporting, the issuance of insurance, or 
the assets held for sale. Certainly, the EPS topic was perceived to be totally 
irrelevant to SMEs. This finding held true when considering entities with different 
numbers of employees as the main parameter, but also when comparing the results 
across different ranges of total assets and turnover, and when taking ownership 
structures (i.e. whether the managers owned the firms or not) into account. Such 
results were, in fact, entirely expected due to the existing position adopted by 
several professional organisations and management consultancies, such as the 
Eurochamber in Belgium, the Kenyan Institute of Certified Public Accountants, Ernst 
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& Young, the Institute of Chartered Accountants in England and Wales, and the 
Association of Chartered Certified Accountants in UK, which excludes the topics 
mentioned from the content of any standards being developed for SMEs. The 
opinions of members of these organisations were gathered via a staff questionnaire 
on the recognition and measurement simplifications for SMEs that were issued by 
the IASB in 2005 (IASB, 2005a).  
Moreover, other responses in the consultancy exercise regarding the draft of the 
IFRS for SMEs, confirm that these topics are less likely to occur in the SME context, 
and hence, that their exclusion from the newly-developed standards is warranted 
(IASB, 2008). Examples of the organisations responding to the consultancy exercise 
are: the Instituto de Contabilidad y Auditoria de Cuentas (ICAC) from Spain, the 
Institute of Chartered Accountants of Jamaica, Deloitte Touche Tohmatsu, and 
BSDG and CMFB from Europe.    
Similarly, respondents from all economic sectors in this study showed that these 
omitted topics were either not relevant or of low relevance to their enterprises. All 
sectors with the exception of the service sector did in fact indicate that these topics 
had no relevance whatsoever to their business. In the case of the service sector it 
was accepted that there was relevance, but this was low.  
Different legal forms entities also showed little difference in their belief about the 
relevance of these topics, since respondents from all legal forms of entity with the 
exception of limited liability companies, and those with private shareholders 
indicated them to have no relevance. Managers from limited liability enterprises, and 
those with private shareholders believed they had low relevance. 
The five different factors which relate to Objective Seven, are now considered 
separately. Each factor covers several proposals under IFRS for SMEs.  
  
5.2.3.1 Factor One  
In terms of presentation issues (Factor One), both groups generally agreed on the 
proposed topics pertaining to presentation issues which are: presenting a combined 
statement of income and retained earnings, presenting only one comparative period 
in the statement of financial position, reducing disclosure requirements, and being 
exempt from disclosing the fair value of investment property.  
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These views, and especially those pertaining to fair value and pertinent disclosures, 
have been confirmed by several professional bodies and institutions in developing 
countries, such as the Ministry of Finance, People’s Republic of China, and the 
United Nations Conference on Trade and Development (Singh and Newberry, 
2008b). Those institutions state that it is hard to reliably determine the fair value in 
the developing country context without incurring undue cost. Furthermore, as 
revealed by Fearnley and Hines (2007), the Full IFRS are deemed to be 
inappropriate for SMEs due to the disclosure requirements contained within them, 
and their emphasis on the fair value model. In addition, representatives from 29 of 
the 30 countries that responded to the discussion paper showed their willingness 
for the disclosure requirement to be simplified and reduced (IASB, 2004a), hence 
accepting the argument that for SMEs, the use of fair value and disclosure should 
be minimised.     
Managers showed greater agreement in all presentation issues than did auditors, 
an outcome not totally unexpected since the auditors’ natural viewpoint regarding 
the presentation of a combined statement of income and retained earnings, and one 
comparative period in the statement of financial position, is to continue with the audit 
procedures they have always used rather than to move to a relatively new form of 
financial statement (European Commission, 2009a). Managers, on the other hand, 
regardless of the different size of their entities as based on total assets and turnover, 
and employee numbers, and all economic sectors, completely agreed with the 
proposals for a set of IFRS for SMEs.  
However, the decision usefulness approach indicates that accounting information is 
not useful unless it provides relevant insight regarding future cash flow (Staubus, 
2004). Consequently, from this perspective, accounting information should be 
oriented to implement the fair value model in order to satisfy users’ need for the 
most recent information that will enable them to predict performance (Benston, 
2003, Fulbier and Gassen, 2010). That said, the benefits that might be gained from 
using a financial report are lost if users are looking to financial reports for different 
purposes that are not associated with the need to predict further actions (Young, 
2006, Gjesdal, 1981).  
In terms of comparing the results obtained by the groups in this study, the managers 
of all different legal forms of SME, with the exception of those from limited liability 
companies, and those with private shareholders, strongly agreed on the proposals. 
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The exceptions remained neutral in their views, since they need to provide more 
information to shareholders who are not directly involved in management as is the 
case in other legal forms where managers can obtain information internally. 
However, although companies with private shareholding agreed on the exemption 
from disclosing the fair value of investment property, acknowledging like other legal 
forms of enterprise, that the fair value is difficult to determine without incurring undue 
cost, their agreement was notably below the overall trend compared to other legal 
forms as they require more information. This is a reflection of their wish to maintain 
a reasonable balance between cost and benefit, a viewpoint that was supported by 
several interviewees.       
By the same token, although the respondents from both groups (according to 
management structure) agreed on proposed amendments to the Full IFRS 
regarding the presentation issues to be embodied within the IFRS for SMEs, there 
was a significant difference in opinion in that the owner-managers were in greater 
agreement with the proposed simplification of the financial statement. This can be 
understood as an outcome of the fact that such people are less likely to be capable 
of understanding the complex financial statements associated with presentation 
according to the Full IFRS. Indeed, it is unlikely that owner-managers would gain 
any benefit from the financial statements presented according to standards 
designed for listed firms, and be unable to make wise decisions on the basis of such 
information (John and Healeas, 2000). Thus, their preference is for greater 
simplification and reduction of disclosure requirements, whereas managers who are 
not owners, and who have been appointed on the basis of their professional skills, 
are sufficiently competent to appreciate more complex statements and do not 
require this level of simplicity.   
 
5.2.3.2 Factor Two 
The second factor pertaining to suggestions under the IFRS for SMEs to attribute 
certain costs to expenses rather than capitalising them, and regarding leasing and 
standards issues, did not reveal either agreement or disagreement among the 
respondents, with the exception of the proposal to disallow the reference to another 
standards-setting body, and in that respect, there was some agreement. 
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However, an analysis of the opinions of managers and auditors separately showed 
that managers remained neutral in their opinions concerning all the suggestions 
within this factor except in relation to the proposal to disallow the reference to other 
standards–setting bodies, in which they case they agreed. Auditors’ opinions on all 
the proposals contained within this factor were, however, varied, as they agreed in 
terms of classifying R&D and borrowing costs as expenses rather than items to be 
capitalised, and disagreed in respect of exemption from disclosing the effect of 
changes in standards as well as on exemption from using the straight line method 
to recognise operating leases; furthermore, the auditors expressed neutral 
viewpoints regarding both the proposal to disallow reference to other standard–
setting bodies, and the proposal to claim the costs of lease arrangement and 
negation (as incurred by manufactures or dealers) as expenses, instead of 
capitalising them. Hence, the difference between both groups was significant. The 
opinions expressed by managers remained the same irrespective of economic 
sector, legal form, volume of total assets, and turnover, and management structure.  
It is notable that the auditors’ disagreement regarding the proposed exemption from 
the need to use the straight line method to recognise the operating lease 
contradicted the opinion of the Heads of Treasuries Accounting and Reporting 
Advisory Committee in Australia that was given in that committee’s response to the 
exposure draft of the IFRS for SMEs, which suggested removing this method in 
order to substantially simplify the reporting process (IASB, 2008). That said, the 
auditor’s opinions as expressed in this study, are consistent with comments made 
by both the Institute of Chartered Accountant of Barbados, and the United Nations 
Conference on Trade and Development, to the effect that the straight line method 
should be retained in order to simplify the recognition of interest expenses (IASB, 
2008). Some interviewees indicated that although this is considered as a major 
simplification, it would reduce the benefit of accounting information for prediction 
since the elimination of the straight line method would exclude any reference to 
inflation. Clearly, it is important to gain benefits from accounting information, as 
indicated in the decision usefulness theory (Benston, 2003, Fulbier and Gassen, 
2010), and such benefits would be denied if the straight line method were removed.  
The agreement expressed by managers regarding the proposal to disallow the 
reference to other standard–setting bodies contradicted many opinions offered in 
comment letters received during the consultancy process from organisations such 
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as the Association of Accounting Technicians in the UK, the German Accounting 
Standards Committee, and the Institute of Chartered Accountants of Jamaica (IASB, 
2008). Auditors, on the other hand, who reported being neutral in this respect may 
well have given such answers in the belief that the information asymmetry caused 
by references to another standard-setting body, or a change in the methods used 
(i.e. the straight line method that has been practised by auditors for a long time), 
could be reduced. 
The proposal to exempt SMEs from the level of disclosure required by the Full IFRS 
was rejected by the auditors on the grounds that it was deemed necessary to protect 
the requirement to provide a certain level of financial information, but managers did 
not express an opinion either way on this item because their priority is to ensure the 
cost and benefit trade-off, as highlighted by interviewees. Auditors, on the other 
hand, are generally not concerned about the cost or effort incurred by the 
companies.      
In terms of the suggestion to recognise the costs incurred by manufacturers or 
dealers lessor regarding arrangement or negotiation of lease as expenses rather 
than capitalising, the responses were neutral as the opinions expressed varied 
between preferences for simplification under the IFRS for SMEs, and an 
unwillingness to charge these expenses to one financial period rather than allocating 
them to several periods as is the case when they are capitalised. Some interviewees 
did indicate concern about the reduction in both profit and assets over the first period 
should these costs be considered as expenses rather than being capitalised. The 
same viewpoints were offered by the majority of interviewees regarding capitalising 
the borrowing costs, and the cost of development.       
The mean score in respect of Factor Two for all groups of respondents, taking 
enterprise size into account, shows that managers of entities with ten or more 
employees offered neutral opinions, whereas those of enterprises with less than ten 
employees agreed with the proposals contained within this factor.   
The perceptions for entities with one to nine employees and those with 50-249 
employees were significantly different from each other whilst not being significantly 
different from entities with 10-49 employees. A potential reason for this outcome is 
the negative relationship between entity size and the degree of simplification in 
transactions within the companies, since as enterprises become bigger, their 
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procedures become more sophisticated, hence requiring the use of more stringent 
standards in the presentation of information for the greater variety of stakeholders. 
Thus, the respondents’ agreement on the simplification of information, tended to 
reduce according to the size of the enterprise from which they came.  
 
5.2.3.3 Factor Three 
Factor Three consisted of several questions regarding how to measure assets. 
Specifically, the proposals related to: using only the cost model for intangible assets; 
using only the cost model for property, plant and equipment; measuring investment 
property based on circumstances by using the fair value or cost-depreciation-
impairment method; and finally, using the most recent purchase price to 
approximate the cost of inventory. All of these proposals were rejected by managers 
with the exception of the last one pertaining to the use of the most recent purchase 
price to approximate the inventory, with which managers actually agreed. The 
auditors, however, agreed with all of the proposals, thereby disagreeing in the main 
with the managers, apart from on the final one. The overall difference between the 
two groups was, therefore, significant. 
The managers’ rejection of the proposal to exclude the use of revaluation options 
can be traced back to two main causes, these being: the revaluation options are not 
compulsory; and that accounting information under the decision usefulness theory 
implements the fair value idea in order to satisfy users’ needs for the most recent 
information that facilitates their ability to forecast (Benston, 2003, Fulbier and 
Gassen, 2010). Sian and Roberts (2009) found that their study sample preferred to 
evaluate the property based on fair value rather than by using the cost method, 
particularly if the value of property increased sharply, yet they also wanted to 
achieve a reasonable balance between simplification and the adequacy and quality 
of financial information. These views regarding the revaluation of PPE are also 
supported by the National Accounting Standards Board of Russia, and Norwegian 
Accounting Standards Board (IASB, 2008). 
On the other hand, the agreement from the managers to use the most recent 
purchase price as a means of approximating the cost of inventory would be, as 
indicated by some interviewees, attributed to the fact that this is a current reflection 
of the entity’s liquidity, especially as value through the purchase price can be reliably 
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determined more easily than is the case with other kinds of non-current assets that 
may need appraisal in order to establish their value. So, a reasonable balance 
between simplification and the adequacy of the quality of financial information can 
be reached. However, some interviewees were concerned about the possible 
undermining of prudence as well as the effort required to make regular adjustments 
in order to capture ongoing change in prices.   
Many reports in the literature contradict the opinions expressed by the managers in 
this study, and agree with those given by the auditors. As observed in the literature, 
owing to the narrow concentration of decision usefulness theory, the benefits from 
financial reports are lost if users do not refer to them to predict foreseeable 
performance (Young, 2006, Gjesdal, 1981). Also, the different motivations and 
objectives of SMEs’ stakeholders, make the decision-usefulness theory with its 
justification for the adoption of the Full IFRS, unsuitable for application within small 
firms as the focus of those standards is on satisfying investors in public companies 
rather than other users (Dang-Duc, 2011). 
Another view is that banks, as one of the main users of the financial information 
provided by SMEs, are not interested in evaluation of assets at fair value. Hence, 
some criteria associated with the preparation of financial statements are not relevant 
for banks and other users, but are of interest to investors in public markets (Cole et 
al., 2009). Lenders request less information than stockholders (Soderstrom and 
Sun, 2007). In addition, the Full IFRS are considered to be inappropriate for SMEs, 
because of the emphasis within them on the fair value model (Fearnley and Hines, 
2007).  
Moreover the revaluation model is deemed costly and expensive for SMEs, 
especially for PPE as emphasised by the Association of German Chambers of 
Industry and Commerce, and Mazars in their responses to the IASB consultancy 
exercise in 2007 (IASB, 2008).  Furthermore, in the current study, the auditors’ views 
regarding the revaluation model of intangible assets match those of Frank Timmins, 
Member of IASB Working Group on Standards for SMEs (South Africa), Co-
operative Europe, the European Association of Corporate Banks, the Malaysian 
Institute of Accountants, and others as expressed in staff questionnaires concerned 
with the content of a set of standards for SMEs (IASB, 2005b).  
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In terms of measuring the investment property according to circumstances rather 
than being given the choice of using the cost or fair value model, managers rejected 
this suggestion since they prefer to adopt the fair value approach in the first instance 
(and not the cost model as required by the Full IFRS), so that companies can 
present the most recent information as desired by decision usefulness theory, so as 
to forecast actions in the foreseeable future (Benston, 2003, Fulbier and Gassen, 
2010). Auditors, on the other hand, believed that the common practice was indeed 
to measure these investments according to the cost model, since comparability is 
decreased by the use of the fair value approach, and this latter strategy does also 
involve high cost. The same consideration was also identified by interviewees in 
respect of intangible assets.    
Managers of entities in manufacturing, construction, and the service sector were 
neither in agreement or disagreement with the proposal pertaining to options used 
to measure some kinds of asset, but the perception of those within trade and 
agriculture were more likely to show disagreement. The variances observed are 
caused purely by personal opinion rather than trends reflecting industry feelings, 
although the suggestion to use the most recent price as a means of approximating 
the inventory was generally accepted.   
Managers of entities of all the different legal forms showed neither agreement nor 
disagreement, but those involved in general partnerships tended to disagree with 
these proposals. That said, there was no significant difference among all groups 
except in respect of the limited liability entities and general partnerships that were 
significantly different from each other. All others types of entity (private 
shareholders, limited partnership, and civil entities) showed no significant difference 
from each other or from the limited liability and general partnership entity. 
In terms of entity size (as determined by number of employees), all managers 
tended to disagree with the items within this factor, with the exception of that 
pertaining to using the most recent price for approximating inventory, since this 
attracted agreement from respondents in all categories. This result was the same 
as was obtained from managers across different total assets and turnover ranges. 
The same viewpoint was expressed by managers whether or not they were owners 
(or representatives of the shareholders) from all size enterprises (based on 
employee numbers) except for the proposal to measure investment property 
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according to circumstances. In this case, managers who were owners were not 
happy, whereas those who were not owner-managers had no preference either way. 
 
5.2.3.4 Factor Four 
In terms of the suggestions regarding intangible assets (Factor Four), respondents 
agreed on all proposals. These proposals are: presuming the length of intangible 
assets as ten years; considering the useful life of intangible assets as finite; and 
amortising other than treating as goodwill, indefinite life intangible assets over ten 
years. The impairment test is only to be performed when there is an indication of 
impairment. 
Agreement was signalled by managers across all economic sectors with the 
exception of manufacturing, in which case there was strong agreement. 
The perceptions of managers across sectors significantly differed from each other 
although similarities occurred in viewpoints in the pairings of manufacturing with 
agriculture, trade with both agriculture and construction, and finally, construction 
with the service sector. There appears to be no direct justification for the differences 
between these groupings, but some interviewees did highlight the fact that 
managers’ level of agreement may result from the major simplification brought about 
by the removal of the need to test for asset impairment on an annual basis, as 
recommended by Co-operatives Europe, the Institution of Chartered Accountants of 
India, and other respondents to the consultancy exercise (IASB, 2005). On the other 
hand, other respondents may be predisposed to reject these suggestions because 
amortisation may result in creating a secret reserve and decreasing profit, especially 
when there is no impairment of assets. Furthermore, the ten-year period specified 
is not believed to be appropriate for all intangible asset types.        
General agreement in respect of this item was found among managers in all 
companies, irrespective of legal form, employee numbers, total assets and turnover, 
owner-manager/shareholder or otherwise. 
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5.2.3.5 Factor Five  
The proposals regarding estimation issues (Factor Five) were agreed as a whole 
and independently. The suggestions relate to the removal of the indication for 
impairment when the net assets of an entity exceed its market capitalisation, the 
exemption from the need to review estimations annually, and the need to account 
asset depreciation separately if the pattern of expected economic benefit of that 
asset is different.  
The professional bodies in several jurisdictions agreed with these suggestions in 
their responses either to the staff questionnaire in 2005 and/or the consultancy 
exercise in respect of the exposure draft of the IFRS for SMEs in 2007. For instance, 
Co-operatives Europe, the Institution of Chartered Accountants of India, and others 
all emphasised the need to delete the impairment of assets from the content of 
SMEs’ standards (IASB, 2005). Likewise, Wyk and Rossouw (2009) identified some 
inapplicable topics within the content of ED of IFRS for SMEs, such as impairment 
of assets, related party disclosures, intangible assets, and government grants. 
Additionally, Moores Rowland from South Africa, the South African Institution of 
Chartered Accountants, and the Danish Institution of Certified Public Accountants 
stressed that component depreciation based on cost as IAS.16 requires, is 
burdensome and costly for SMEs (IASB, 2005). And furthermore, the South African 
Institution of Chartered Accountants, and the International Federation of 
Accountants confirmed the need to adopt the suggestions regarding the use of 
component depreciation (IASB, 2008).    
Similarly, Moores Rowland from South Africa considered reviewing the estimation 
annually as costly, sophisticated and time-consuming for SMEs, and the South 
African Institution of Chartered Accountants, the German Accounting Standards 
Board, and Ernst & Young, all deemed this annual review as very complex for SMEs 
(IASB, 2005). The same points of view were expressed by the Norwegian 
Accounting Standards Board, the Accounting Standards Board – South Africa, and 
the South Africa Institution of Chartered Accountants, and Deloitte Touche 
Tohmatsu in 2008 after responding to the comment letter (IASB, 2008).  
The managers in all economic sectors agreed on the proposals embodied in the 
IFRS for SMEs relating to particular estimation issues such as impairment, 
depreciation, amortisation, useful life, and residual value (Factor Five). However, 
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the perceptions of managers in the agriculture sector were significantly different 
from those in manufacturing, the service sector, and trade while not being 
significantly different from those in construction. Such a difference, as highlighted 
by some interviewees, could result from a variance in the use of component 
depreciation, and in the annual review of estimations pertaining to fixed assets. In 
this respect, it is believed that the majority of non-current assets in both agricultural 
and construction companies usually have a similar depreciation pattern which is not 
the same with other kinds of entity, and this shared feature promotes relatively more 
agreement between them as there is no need to use component depreciation based 
on cost, especially since the proposal within the IFRS for SMEs matches the 
taxation requirement of the Jordanian Tax Law that eventually reduces the likelihood 
of creating either deferred tax assets or liability.  
All managers were in agreement with the proposals, but those from civil entities 
expressed strong agreement. No significant difference emerged among the groups 
except for in the case of the managers from limited liability entities who differed 
significantly in their opinions regarding estimation issues from managers of general 
partnership, private shareholders and civil entities, but not significantly from the 
managers of limited partnership entities. This can be understood by reference to 
demographic data, as the percentage of companies within agriculture and 
construction was the least in limited liability form in comparison to entities of the 
other legal forms. The agreement from the limited liability entities was less than that 
from other legal forms in respect of Factor Five.    
The managers of all types of entity according to employee numbers, were in 
agreement with all the suggestions. Correspondingly, the managers of all entities, 
when controlling for total assets and turnover ranges, and indeed for type of 
management (owner-manager/steward) also revealed the same viewpoint.  
      
5.2.3.6 Adopter vs non-adopter  
The differences in the opinions regarding several proposals for intangible assets 
between adopters and non-adopters were insignificant for all suggestions except 
that relating to the use of the cost model only for intangible assets, and in this 
respect there was a significant variation between adopters and non-adopters. 
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In addition, the difference between adopters and non-adopters in terms of their 
beliefs was significant for the proposal under the IFRS for SMEs to exempt these 
enterprises from using the straight line method in respect of operating lease 
payments when these are organised to rise in line with anticipated inflation. 
Furthermore, a significant difference was found in respect of the proposal under the 
IFRS for SMEs to use the most recent purchase price to approximate the cost of 
inventory. 
The differences and similarities among groups may be understood by reference to 
Aboagye-Otchere and Agbeibor (2012), who demonstrate that firm size, economic 
sector, legal form, and ownership structure all influence the suitability of the 
standards for SMEs. Likewise, Allee and Lombardi Yohn (2009) state that the 
preference to issue public financial statements based on accounting standards is 
mainly dependent upon a number of variables such as, age, size, firm growth, legal 
form, and ownership structure. Furthermore, in the European context, Eierle and 
Haller (2009) conducted a study in Germany which showed that the size with respect 
to management structure influences the appropriateness of certain accounting 
methods as well as the relevance of particular topics within the exposure draft of the 
IFRS for SME (such as for example, the sale of business, share-based payments, 
hedging transactions, and investment in listed companies). The reason for variance 
in responses across firm size can be attributed to the level of knowledge of the Full 
IFRS, as this understanding is greater in the larger entities, and this clearly impacts 
upon the perceptions of respondents with respect to the cost and benefit trade-off 
regarding the ED of the IFRS for SMEs (Eierle and Haller, 2009). This scenario is 
borne out in the current study, since knowledge about the Full IFRS is also seen to 
be higher in larger entities than in small ones. In fact, Shearer (2007) claims that the 
IFRS for SMEs are only suitable for medium and large companies with 50 
employees or more, since for smaller and even micro-companies, these are 
burdensome. And, when developing and determining the content of ED in the IFRS 
for SMEs, the IASB did actually pinpoint the entities to be included as being those 
with 50 or more employees (IASB, 2007).  Furthermore, Quagli and Paoloni (2012) 
confirm that, in addition to the finance and operation peculiarities of SMEs, their size 
directly influences the preference to adopt the IFRS designed for them. Moreover, 
firm size determines the presentation of financial statements since these are 
required to satisfy user needs, as noted by the Professional Oversight Board of 
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Accountants (POBA) (2006). In this respect, the POBA also indicated that large 
entities are more likely to tailor their annual accounts to meet the needs of external 
users such as banks, as most entities with an annual turnover less than £1 million 
are not usually willing to present their annual reports in such a way as to fulfil the 
needs of their external stakeholders (POBA, 2006). This reflects the influence of firm 
size on the potential suitability of the topics included within the IFRS for SMEs. That 
said, Dang-Duc (2011) asserts that size, cost and benefit considerations, and 
management and accounting skills do not influence the willingness of SMEs in 
Vietnam to comply with accounting standards; rather it is legislation and the wishes 
of external users that are influential in this context.  
6.5 Objective Four:  
 
To empirically examine the perceptions of SMEs’ accounting information preparers 
regarding the general concepts of the IFRS for SMEs as well as their willingness 
to adopt the IFRS for SMEs. 
 
Respondents revealed a willingness to adopt the IFRS for SMEs from the first year 
in which they are to be applied generally or used for tax purposes by all non-public 
entities, irrespective of whether their adoption were to become mandatory or remain 
voluntary. They also confirmed their belief that a new uniform set of international 
standards was indeed necessary to replace the Full IFRS, which were perceived as 
inappropriate for SMEs for several reasons. Firstly, SMEs incur higher costs than 
do large entities in their implementation of the Full IFRS due to their lack of 
expertise, and their inability to allocate these costs across their operations in the 
same way that large companies which have wide-scale operations are able to do 
(Kitching, 2006). Secondly, SMEs should not be required to prepare financial 
statements based on accounting standards that are not designed for them (Dang-
Duc, 2011), since the potential for problems is inherent in such a practice. Thirdly, 
the need for SMEs to apply the Full IFRS implies additional and great cost since this 
may increase the costs of complying with the statutory process for taxation as a 
second set of documentation would be required for this purpose (Bohusova and 
Nerudova, 2007). Consequently, it can be seen that even though SMEs might apply 
the Full IFRS in order to satisfy the needs of investors in public markets (Müllerova 
et al., 2010b), they may still require another set of uniform accounting standards to 
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take into account the peculiarities of small to medium-sized enterprises. It can be 
seen that respondents in this study tended to agree with the majority of the topics 
proposed for inclusion/exclusion under the IFRS for SMEs. In this respect, the 
results from the Jordanian sample are consistent with those obtained by the Deloitte 
survey of private companies, which reveal that 62% of respondents to that survey 
intend to convert to the IFRS for SMEs when these come into force (Deloitte, 2009b). 
Accordingly, respondents in this study, and particularly the auditors, support the 
efforts of the IASB to issue the IFRS for SMEs as a means of satisfying the needs 
of these companies. They consider it is both necessary and appropriate for the IASB 
to produce a unified set of accounting standards that are simpler than the Full IFRS, 
that are completely understandable, that can provide users with high-quality 
financial information, that satisfy the needs of SMEs’ financial statement users 
without focusing on one particular group of users, and hence, that allow for financial 
statements to be seen as intended for general purposes (Müllerova et al., 2010b). 
However, it should be noted that this study’s findings are in contrast with those 
obtained by Koumanakos and Alexandrou (2012), who indicate that Greece, the UK, 
Turkey, and Lithuania would not adopt the IFRS for SMEs if the decision to do so 
were purely voluntary. Likewise, Fearnley and Hines (2007) expect that the adoption 
of the IFRS for SMEs would be problematic as the standards are too sophisticated, 
and in this case compliance would not be guaranteed, which is deemed not cost 
effective as well.  
Although some of the general concepts and elements within the IFRS for SMEs 
were neither agreed upon nor rejected by the group of managers in the study, the 
group of auditors were in agreement on all of them. Specifically, they were in favour 
of: presenting the IFRS for SMEs as a standalone document; cross-referencing with 
the Full IFRS; and introducing a general purpose financial statement rather than a 
statement which is targeted to meet the needs of particulars users. In respect of this 
last suggestion, this study highlighted that many different users of SMEs’ financial 
information exist, and that it is not only shareholders who need to be satisfied. 
  
Hence, the general purpose financial statement was favoured by the group of 
auditors involved in this study, and thereby, the concept embedded within the 
decision-usefulness theory that rationalises the adoption of the Full IFRS was 
rejected, in the knowledge that many users of SMEs’ financial information are not 
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investors who have an interest in the residual equity (Dang-Duc, 2011). In fact, the 
view is especially strong among the auditors because they specified shareholders 
as being rare users. Managers in their turn, gave moderate agreement to the idea 
of producing general purpose financial statements on the basis that the main users 
of SMEs’ financial information are identified by them as being tax authorities, and 
bankers, and that their needs must be prioritised over those of other users such as 
customers, shareholders, and credit agencies. 
    
The reason why respondents showed agreement with the idea of the IFRS for SMEs 
being designed so as to cross-reference with the full IFRS, was their desire to 
minimise the potential difficulties facing SMEs that might grow and subsequently 
convert into public entities (Ram, 2012). The auditors’ view in support of the idea of 
presenting the IFRS for SMEs as a standalone document, stems from the belief that 
if the implementation of these new IFRS allowed for the use of dual standards, the 
financial reporting burdens facing SMEs might be amplified rather than mitigated 
(Ram, 2012). 
 
On the other hand, the managers in this study showed moderate agreement with 
these concepts, believing that it was extremely difficult to describe the IFRS for 
SMEs in terms of a standalone document whilst simultaneously leaving the way 
open for cross-referencing with the Full IFRS (as is also noted by Ram, 2012). In 
other words, managers indicate a preference for striking a good balance between 
the two, believing it to be important for SMEs to be able to use the Full IFRS 
regarding the measurements and recognition of financial instruments, and also 
considering it to be necessary to give the option of using the Full IFRS where specific 
guidance regarding particular topics is absent. Their response is in line with that 
concerning the ED of the IFRS for SMEs, which shows that approximately 40% of 
respondents suggest either removing all cross-references, or retaining only a small 
number of possibilities such that the option to follow the Full IFRS or the IFRS for 
SMEs in respect of similar issues, is limited. The exposure draft contained proposals 
for 23 such cross-references, but these were considered by almost half the sample 
to be too many  (IASB, 2009e:BC26).  
 
The remaining respondents to ED of IFRS for SMEs propose to eliminate all cross-
references with the Full IFRS (IASB, 2009e:BC26), which is in contrast with the 
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responses from this study’s participants, and especially with those given by the 
auditors.  
 
The agreement of the auditors in respect of the cross-referencing proposal can be 
explained by the fact that they have sufficient knowledge and experience in auditing 
financial reports based on the Full IFRS, as shown in the section reporting their 
demographic data. This is denied to the group of managers who tended to be neutral 
when considering this suggestion, due to the difficulties with they are presented 
when preparing financial statements according to the Full IFRS.  
 
The managers sought to achieve a balance between the IFRS for SMEs being 
presented as a standalone document, and one that contained cross-references to 
the Full IFRS such that, as specified by the IASB, the Full IFRS could be invoked in 
rare occurrence topics where absolutely necessary (IASB, 2005b). Indeed, the 
literature is clear that SMEs should not use mixed standards and switch between 
the Full IFRS and the IFRS for SMEs (Seifert and Lindberg, 2010, Müllerova et al., 
2010b, IASB, 2009e). 
6.6 Objective Five:  
 
To determine whether the IFRS for SMEs can influence positively or negatively 
SMEs’ accounting practices. 
 
Obviously, the findings in this study reveal that both managers and auditors showed 
similar levels of agreement with the idea that the IFRS for SMEs will positively 
influence accounting practice in those enterprises in all the aspects explored. Those 
aspects were classified according to the factors to which they belong, and a 
discussion concerning the results is now presented with reference to the findings of 
previous studies 
Factor One: in respect of the simplification of accounting practice, respondents in 
both groups (the managers and the auditors) were optimistic regarding the ability of 
the IFRS for SMEs to simplify accounting practices in terms of the preparation of 
financial reports, measurement and recognition, tax department work, and audit 
work. Certainly respondents believed that the proposed IFRS for SMEs would be 
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easier to implement than the Full IFRS. These outcomes are consistent with those 
obtained by many other researchers, such as for example (Feleagă et al., 2008), 
who found that by applying the IFRS for SMEs, the enterprises involved will enhance 
the communication of their financial information as the process of preparing that 
information will be simplified and the information itself will be more comprehensible. 
The simple reason for this claim is the fact that the IFRS for SMEs are designed 
specifically for those businesses, meaning that the major criticism of the Full IFRS 
lies in their inability to address issues related to non-listed businesses. The Full 
IFRS are characterised by complexity, which in itself causes a decline in the benefits 
pursued from applying such standards  (Fearnley and Hines, 2007). Additionally, 
Christie and Brozovsky (2010) point out that the simplification of these standards 
would probably encourage the users of SMEs’ financial statements who  usually 
encounter difficulties in understanding the economic transactions presented in 
financial statements, and could likely reduce the cost of implementing local 
standards. 
 
Moreover, Müllerova et al. (2010b) show that applying the IFRS for SMEs may lead 
to simpler measurements and recognitions and less disclosure requirements than 
the Full IFRS. Indeed, this study found precisely the same.  Likewise, these 
outcomes are in line with those found by Stainbank (2010), who considers the IFRS 
for SMEs to be just as useful as would the Full IFRS in allowing auditors to express 
an opinion on the faithfulness of financial statements. This will lead to improvements 
in the quality of accounting information as well as to the maintenance of a good 
internal control system that matches the respondents’ expectations, as presented in 
the next factor (Collis, 2008).  
 
The findings from this study are not only consistent with those reported in previous 
studies concerning the simplifications embodied in the IFRS for SMEs in respect of 
the preparation of financial reports and audit work, but are also in alignment with the 
outcomes of several studies regarding the simplification of tax department work. 
Dang-Duc (2011), for example, identifies some benefits that can be obtained in this 
respect, such as supporting the tax declaration, and facilitating tax department work. 
  
Conversely, however, some respondents to the European Commission 
questionnairre expressed scepticism in respect of the proposed simplification of the 
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Full standards to produce the IFRS for SMEs. They suggested that even with these 
simplifications, the standards remained far too complex for small businesses and 
might reduce the options in terms of the audit approach as they experience 
seamless procedures and robust position when auditing the accounts based on the 
full IFRS, which might result in increased audit fees. They also remarked upon the 
inevitable cost attributed to the tax liabilities effect that could result from the 
transition from the local GAAP to the IFRS for SMEs, and the undue account 
preparation costs due to the increase needed in effort and time resulting from the 
implementation of new standards (European Commission, 2009a). These 
observations were in alignment with those made by Sian and Roberts (2008) in their 
study, to the effect that the vast majority of stakeholders considered the draft 
standards as being extremely complex to implement.  
  
The variations in perception can be seen as the outcome of the different national 
financial reporting frameworks for SMEs (Sian and Roberts, 2008) . For instance, a 
strong linkage between the taxation system and the accounting system has been 
found in the Czech Republic, and will result in undue costs if the IFRS for SMEs are 
implemented there due to the need to prepare a second set of financial statements 
for tax purposes (Strouhal, 2012). Thus, the existing accounting regime will 
influence the findings of previous studies. In Jordan, the full IFRS are already 
applied; hence, the perceptions of respondents are shown to be similar to those in 
jurisdictions that implement the full IFRS as mentioned previously, and the informed 
opinion is that the Full standards are complex and not suitable in their current form 
for SMEs.        
 
Factor Two: in respect of the potential to enhance the ability of financial information 
for either the decision-making process or for safeguarding and controlling the entity, 
it was found in this study that definite improvements were believed to accrue through 
the adoption of the IFRS for SMEs. The many areas where such improvements were 
envisaged include the quality of accounting information for external and internal 
users, inappropriate decision-making based on non-complex and more relevant 
financial information, in fulfilling users’ needs of financial statements, in 
safeguarding assets and obtaining good control, and in removing irrelevant 
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disclosure requirements and thereby reducing the competition risk by not revealing 
critical information.   
The results of this study confirm the findings of several other studies (Neag et al., 
2009) that demonstrate the power of the IFRS for SMEs to enhance the quality of 
accounting information. Moreover, in this overall context of improvement, 
Jermakowicz and Epstein (2010) indicate that the IFRS for SMEs bring definite 
improvements in the comparability, transparency, and reliability of accounting 
information, all of which enhance the ability of SMEs’ stakeholders to make wise 
decisions. Additionally, this study’s findings align with those of  Dang-Duc (2011), 
who identifies some benefits that can be obtained, such as assisting internal users 
of the information provided. Likewise, Nguyen (2010) finds that although the IFRS 
for SMEs includes less instruction for users, their use nonetheless enhances the 
comparability, transparency, understandability, and the confidence of users of 
SMEs’ financial information to make decisions, as these standards are designed 
predominantly for those enterprises and therefore, take into account, their 
characteristics (Nguyen, 2010). In contrast, however, Toma (2011) argues that 
despite the IFRS for SMEs being custom-made through the simplification process, 
the standards are still not sufficiently tailored to the needs of SMEs’ financial 
information users. 
    
Similar to the finding of this study, some respondents to the European Commission 
questionnaire (European Commission, 2009a) positively evaluated the IFRS for 
SMEs because of their potential to increase the usefulness and the quality of 
accounting information. Furthermore, Müllerova et al. (2010b) speculate that the 
application of the IFRS for SMEs may lead to simpler measurements and 
recognitions, and less disclosure requirements, which together will increase the 
relevance of financial information for SMEs, and facilitate economic decisions. 
Clearly, this observation, and those of the present study point to the benefits of the 
proposed IFRS for SMEs over the Full IFRS. 
  
Indeed, the risk of competition occasioned by the use of the Full IFRS is a concern 
for small businesses, and respondents believe that the IFRS for SMEs will do much 
to reduce this hazard. The high disclosure requirement under the Full IFRS can 
result in a breach of the privacy of companies (Arrunada, 2008), providing rich 
293 
 
information within financial statements that rival companies can use to make 
comparisons and serve their own ends (Quagli and Paoloni, 2012).  
 
Factor Three: in respect of developing standards for SMEs in Jordan, as with the 
previous two factors, respondents perceived that the IFRS for SMEs would make a 
positive contribution since their existence would reduce the costs and effort needed 
to produce national standards for Jordanian SMEs. Clearly, as a developing country, 
Jordan is not yet able to formulate its own accounting standards independently, and 
especially with the evident need to achieve comparability in international terms due 
to Jordan’s significant numbers of foreign transactions, and companies’ need to 
apply to the external financial institutions to obtain finance, the provision of ready-
made international standards for SMEs is welcome. These feelings concur with 
those expressed by Pacter (2008), who believes that the IFRS for SMEs may waive 
the necessity for jurisdictions to organise and issue their own standards, thereby 
avoiding a considerable amount of time, effort, and cost. By the same token, it is 
argued (Müllerova et al., 2010b) that the IFRS for SMEs will result in reducing the 
cost associated with maintaining national standards, since the updating of the IFRS 
for SMEs will be assumed by the IASB.  
 
Factor Four: in terms of reducing the cost incurred by companies, both the managers 
and auditors who participated in this study were positive in their expectation that the 
IFRS for SMEs would bring cost reductions. Particularly, the costs of preparing the 
financial report, the audit fees, the bookkeeping cost, the cost of implementing the 
standards, and the documentation cost were cited as areas where benefits would 
be accrued.  
 
It should be noted that the findings of this study contradict those of several other 
studies, such as the outcome of the European Commission Questionnaire in respect 
of concerns about the potential of the IFRS for SMEs to reduce the choice of 
approach for auditors of small firms, as auditors experience a relatively seamless 
process when they audit the IFRS account, which may lead to increased audit fees 
and undue account preparation costs (European Commission, 2009a). Additionally, 
if a strong linkage between the taxation system and accounting system exists, 
additional costs will be incurred by the implementation of the IFRS for SMEs as the 
requirement will remain for companies to produce a special set of financial 
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documents for tax purposes, thereby meaning that small companies will in effect, 
be operating a dual system (Strouhal, 2012). Hence, as noted by Ploybut (2012), 
any benefit gained by cost reductions associated with the adoption of the IFRS for 
SMEs will be lost through the need to prepare a second set of financial reports for 
tax and other business purposes. 
   
However, the opinions expressed in the present study are consistent with those 
obtained in many others, such as that of Stainbank (2010), whose research with 
SMEs in South Africa revealed the belief that the IFRS for SMEs present the best 
way forward for non-public companies as the costs associated with compliance with 
the Full IFRS are substantially reduced by adherence to the new standards. In 
addition, Stainbank (2010) found the proposed standards to be acceptable to 
auditors in terms of their ability to allow them to express an opinion on the 
faithfulness of the financial statements based on simpler standards that in 
themselves might result in less audit fees. The reason for such optimism clearly lies 
in the fact that full IFRS is not cost-effective for SMEs (particularly in emerging 
economies) to be subjected to accounting standards that are designed for listed 
companies, since such companies are required to produce complex information and 
this inevitably incurs greater cost (Haller and Eirle, 2008). Moreover, the application 
of the Full IFRS substantially increases the cost of complying with tax law (Bohusova 
and Nerudova, 2007). Kitching (2006) also makes reference to the fact that 
regulatory costs are fixed, and that the preparation and publication of financial 
reports imposes disproportionate costs on SMEs. Thus, when compared to larger 
entities, SMEs incur higher costs due to their lack of expertise as well as their 
inability to allocate these costs across their full range of operations as they function 
on a small scale only (Kitching, 2006).  This lack of expertise naturally implies the 
need to invest in extensive training and education to ensure that the preparation and 
auditing of financial statements is performed such as to comply with the Full IFRS 
(Haller and Eierle, 2004), and the proposed IFRS for SMEs brings the scenario 
where such investment is not required to the same extent, and hence, costs will be 
less (Arrunada, 2008). 
 
Factor Five: in respect of the ability to use financial information for either 
comparability or financing decisions purposes, this was perceived to be positively 
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influenced by the application of the IFRS for SMEs. Regarding comparability of 
same size enterprises both domestically and abroad, this is believed to be enhanced 
because the use of the Full IFRS is both difficult and complex, and many SMEs 
(whether in developed, developing, or emerging economies) are simply unable to 
implement these standards, meaning that comparability across countries is denied 
(Fearnley and Hines, 2007). The introduction of the IFRS for SMEs was believed by 
the study’s participants to undoubtedly provide for greater comparability as the 
quality of accounting information is improved around the world, a scenario also 
envisaged by Neag et al. (2009), and Müllerova et al. (2010b). Likewise, 
Jermakowicz and Epstein (2010) indicate that the IFRS for SMEs bring the promise 
of improving the comparability, transparency, and reliability of accounting 
information. Such improvements are expected, despite the IFRS for SMEs including 
fewer instructions for users, it being noted that users become more confident in their 
application as they appreciate that the standards are formulated precisely for SMEs 
(Nguyen, 2010). However, it is noted that the responses to the European 
Commission questionnaire give the general feeling that the IFRS for SMEs are not 
desirable for numerous reasons such as: the probable undermining of comparability 
within European countries that could result from applying the IFRS for SMEs 
voluntarily (Quagli and Paoloni, 2012). This might result in a trend within companies 
in one country to adopt, and a trend within another country not to adopt, or it may 
produce a situation where there is divergence in the approach of companies within 
countries. Such findings echoed those obtained by Sian and Roberts (2008). Given 
that the prime goal of these standards is to enhance the comparability of financial 
reporting of different companies across borders (Müllerova et al., 2010b), voluntary 
implementation would seem to be the wrong strategy.  Hence, in efforts to improve 
the harmonisation of accounting standards, sufficient attention must be paid to 
mitigate the variances among different standards rather than magnifying them (Aras 
and Crowther, 2008). Consequently, international comparability will be enhanced as 
greater numbers of countries adopt the IFRS for SMEs or develop their own 
standards based on these, whereas it will be diminished if countries continue to 
allow/require SMEs to report using the Full IFRS.  
 
In respect of obtaining credit from suppliers and general finance, this study confirms 
the results of others before it (Neag et al., 2009, Dang-Duc, 2011) that indicate the 
use of the IFRS for SMEs as supportive for loan applications, and in forging 
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relationships with other businesses. This reduction in the burden associated with 
the need to obtain finance was also reported in the responses to the European 
Commission Questionnaire (European Commission, 2009a). Generally, the difficulty 
of obtaining finance is caused by the lack of expertise and qualified employees in 
accounting (Okpara and Kabongo, 2009), such that applications cannot be prepared 
according to the Full IFRS (Haller and Eirle, 2008, Fearnley and Hines, 2007), and 
hence, do not contain sufficient financial information for banks and other agencies 
to make decisions regarding whether to give credit.  
 
It should be pointed out that the different results obtained from the various studies 
mentioned, might result from variations in the research context. For example, In the 
USA, it is only listed entities that are compelled to adopt the US GAAP (Stainbank, 
2010), and in Canada, different corporate reporting options are available both for 
unlisted or non-public companies (Mersereau, 2002). In Bahrain, however, limited 
liability companies must adhere to the Commercial Companies Act (CCA) which 
compels companies to audit their financial statements annually, yet the 
implementation of the Full IFRS in such audits is entirely optional (Joshi and 
Ramadhan, 2002). In the UK and the Republic of Ireland, financial reporting 
standards for smaller enterprises (FRSSE) are adopted by small owner-managed 
enterprises (Mersereau, 2002). Consequently, variations in the findings of studies 
can be attributed in part to different reporting environments in the countries where 
those studies were performed. 
 
The groups of managers showed significantly more optimism than did the auditors, 
regarding mitigating or solving the problems specified within Objective Two.  
Although both groups indicated high positive expectations, differences did arise and 
can be seen as the result of several factors, such as: auditors were less predisposed 
than managers to consider the issues considered as problems; auditors were more 
knowledgeable than managers in respect of the Full IFRS; auditors were well-versed 
in how to deal with topics included within the Full IFRS and therefore, perceived the 
challenges presented by the Full standards as being less than did the managers.  
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6.7 Objective Six:  
 
To identify the obstacles that may impede the effective application of the IFRS for 
SMEs. 
 
Factor One included several external drivers that might be seen as obstacles 
hindering the effective application of the IFRS for SMEs such as: the different social 
and organisational culture; different concepts and behaviours; failure to separate 
ownership from management; different cultural values and modernism; different 
economic environment; the different role of professional bodies and associations; 
and the lack of accounting responsibility on the part of external entities. These 
external factors were perceived by managers as having no influence, yet auditors 
considered them to be genuine barriers to the successful application of the IFRS for 
SMEs.  
The opinion of the auditors in this study confirms that found by Alavvnah (2008), 
who identifies a lack of accounting culture among SMEs’ owners and managers, the 
unwillingness of these owners and managers to apply standards and even to 
prepare accounts; a lack of accounting responsibilities by external enterprise; and 
a failure to separate the ownership of these enterprises from management. These 
are factors which Alavvnah (2008) reports as potential impediments to the 
application of new accounting standards. Additionally, management in the hands of 
owners is known to reduce delegation, creativity, and professionalism within SMEs 
(Dincer, 1996, Coskun and Altunisk, 2002). 
In research exploring the same problems, Siam (2005) was able to determine 
several factors affecting the application of international accounting standards in 
Jordan, which result from the contextual differences between Jordan and the 
countries in which such standards have been developed. Particularly, the 
inconsistency of professional bodies and associations delegated to monitor the 
accounting practice and profession, the variances in economic and social situations, 
the difference regarding concepts as well as behaviour and the prevailing values 
among the countries, and the cultural and societal dissimilarities were identified. 
The opinions expressed by the auditors in the present study echo those found by 
(Alexander and Servalh, 2009) who comment that transferring concepts across 
accounting cultures is difficult. 
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In the same way, auditors find the rare separation between management and 
ownership as a hindrance, as they perceive this as leading to a decrease in the 
usefulness of financial statements since these are prepared purely for the benefit of 
owners who are both shareholders and management, and reflect the fact that much 
of the information these individuals require can be obtained directly if required 
(Fearnley et al., 2000, Keasey et al., 1988, Kitindi, 2004). Managers, on the other 
hand, did not find this to be an obstacle as they believe in the necessity to present 
this information for outsiders rather than themselves.   
Factor Two included some issues that were recognised by both groups as barriers 
to the effective application of the IFRS for SMEs. Specifically, these were identified 
as funding issues such as limited financial resources; uncertainty surrounding the 
availability of credit and other facilities; and general difficulty in obtaining finance. 
These findings align with those obtained by Okpara and Kabongo (2009) who noted 
that in a developing country context, financial constraints and the difficulty of 
obtaining finance from financial institutions combine to hinder the growth of SMEs 
in many aspects. Similarly, Matar and Noor (2008) specify the main obstacles faced 
by SMEs when adopting international standards as being: the lack of SMEs’ ability 
to provide financial institutions with guarantees about their solvency, as well as 
general finance difficulties. Additionally, this study’s findings lend weight to those of 
Atteyah (2008) in respect of the limited financial resources available and the 
consequence that the development of SMEs is restricted. 
However the findings of the present study do contradict those from some other 
studies such as those conducted by Pacter (2008), and Siam and Al-Daass (2011) 
who find that the financial hindrance only emerges when inappropriate or irrelevant 
financial information is presented by SMEs, and that this scenario only generally 
arises when the SMEs concerned are tax-driven. As observed by Pacter (2008), in 
this situation, the enterprises concentrate on providing information for tax purposes 
rather than on generating information which is useful to lenders or creditors, and this 
is deemed as the underlying reason for the difficulties encountered in efforts to 
obtain finance and credit (Pacter, 2008).  
Factor Three was associated with issues pertaining to the lack of skills in accounting 
and finance. Specifically, these were considered as: weakness in the human 
resources working in the accounting field; weakness of accounting and finance 
knowledge among SMEs’ owners; weakness of the accounting system 
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implemented; and measurement and restatement difficulties during the first year of 
adoption. The managers in the study were neutral in their opinions regarding the 
first three issues, but they did consider the measurement and restatement difficulties 
experienced when first adopting the standards as a genuine barrier, as did the 
auditors, who regarded all the issues to be real obstacles.  
The respondents’ viewpoints, and particularly those expressed by the auditors, 
confirm those obtained by Okpara and Kabongo (2009) who also identify the lack of 
management skills as another major problem which SMEs encounter. 
Correspondingly, the lack of expertise and qualified employees in business and 
accounting is manifested as an important obstacle since this shortcoming results in 
poor bookkeeping and the presentation of inadequate documentation, which 
together with the lack of general management skill, eventually result in undermining 
the implementation of a relevant set of standards, and ultimately in preventing the  
development of the business (Tushabomwe-Kazooba, 2006). These problems are 
echoed by Matar and Noor (2008) who also identify the main obstacles facing SMEs 
in their attempts to adopt international standards as lying in the weakness of 
knowledge in accounting, and the incapability of accounting and internal control 
systems.  Likewise, Atteyah (2008) pinpoints the lack of experience among 
individuals working in the accounting fields, and limited financial resources that 
mean it is not possible to develop SMEs.  
These general comments are reflections of findings obtained twenty years ago 
(Mahadea, 1996, Lussier, 1996) regarding the key factors impeding small business 
growth and development, since these were identified at that time as lack of 
management skill, inability to plan effectively, weakness of bookkeeping, lack of 
experience, and absence of market research.  In response to such ongoing barriers, 
Strouhal et al. (2010) argue for the need to mitigate these challenges by providing 
training for employees to improve their skills, education, and qualifications, such that 
they are better placed to implement international standards.  
In this connection, Albu et al. (2010) also recognise the role of education and training 
in decreasing the obstacles encountered by SMEs. They suggest that the quality of 
teaching in the general and higher education system should be improved, that 
accounting staff should be required to attend regular development programmes, that 
IT systems should receive attention, that the costs budgeted for training should be 
increased, and that attention be paid to the means of transferring concepts across 
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cultures. In respect of the measurement and restatement difficulties experienced in 
the first year of adoption, although both respondent groups in the study deemed 
these as obstacles, the IFRS for SMEs do provide entities with some exemption 
during the first year of adoption so this particular barrier might well be eliminated. 
That said, companies can only gain the benefit of these exemptions once, and even 
in circumstances where a company applies the standards, subsequently decides to 
reject them, and then re-adopt them, that company would not be allowed to claim 
exemption again, as stated in the IFRS for SMEs section (35.2) (KPMG, 2010, IASB, 
2009c). In addition, these companies are exempted from retrospective application if 
it is impracticable for this to be performed (35.11) (IASB, 2009c, Ernst & Young, 
2010). 
Factor Four, which related to taxation issues, was not perceived as an obstacle by 
the group of managers, and was only considered as a moderate obstacle by the 
auditors. Two taxation matters were included, these being the preference of SMEs 
to prepare accounts for tax purposes only, and the additional costs of preparing a 
second set of financial statements based on accounting regulations. The findings of 
this study are not in agreement with those of several other studies (Strouhal et al., 
2010) that specify several impediments to the effective application of the IFRS for 
SMEs. These are identified as being the tax calculation and the fact that the majority 
of SMEs prefer to prepare accounts for tax purposes only rather than to present a 
fair view upon which sensible managerial decisions can be taken, and in this 
situation firms would be compelled to prepare numerous sets of accounts for either 
tax or statutory purposes (European Commission, 2010). This implies additional 
costs associated with the need to produce a second set of financial statements to 
satisfy users other than the tax authorities (Strouhal, 2012).  
The findings of this study can be understood in the light of the current use of the Full 
IFRS in Jordan, thus suggesting that the adoption of the IFRS for SMEs might not 
represent a major departure from the current taxation procedure which incurs the 
need for a separate document. This is confirmed by Albu et al. (2010), who indicate 
that the implementation of the IFRS for SMEs may vary across countries according 
to those countries’ accounting backgrounds. Where there is a robust relationship 
between the taxation system and the accounting system, as is the case in the Czech 
Republic, additional costs will be incurred if the IFRS for SMEs are employed 
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because this move will demand a second set of financial statements for tax 
purposes (Strouhal, 2012) 
Factor Five pertained to legislative issues such as the differences in the legal 
frameworks between Jordan and other countries, and especially those responsible 
for the development of the IFRS for SMEs, and the fact that some SMEs are not 
obligated by legislation to publish an annual audited report. These issues were 
perceived similarly to Factor One, being recognised as genuine obstacles to the 
implementation of the IFRS for SMEs by the auditors, but not accepted as barriers 
by the managers. Several studies reported in the literature find, like this one, that 
auditors express these opinions, but conversely that managers also have the same 
views. Dang-Duc (2011) and Siam (2005) for example, show that the legal 
requirements in different jurisdictions and the variations in the way that external 
parties use financial information influence SMEs’ compliance with international 
accounting standards, and obviously determine whether they implement such 
standards. The reason for the differing attitudes found in the present study might be 
that the auditors have a more in-depth knowledge of the regulatory framework than 
do the managers. Managers generally prefer to disclose and prepare more financial 
information than is required by the regulatory framework, despite the fact that the 
entities where they work are exempted from the requirement to present audited 
financial statements (Collis, 2008, Collis, 2010, Collis et al., 2004) 
Although both the auditors and managers express optimism regarding the ability of 
the IFRS for SMEs to contribute significantly to the enhancement of the accounting 
practices for SMEs, the auditors show more concern regarding the obstacles that 
may hinder the effective application of the IFRS for SMEs, with the exception of the 
taxation matter, as the introduction of these standards would not imply any major 
change from the current regime. Managers, on the other hand, only perceive the 
issue of funding difficulties, and lack of accounting and finance skill among 
employees as obstacles, which they described as real, and moderate respectively. 
Clearly, these variations in opinion result from demographic characteristics which 
differ between the two groups, especially those relating to the respondents’ 
knowledge of the Full IFRS and their experiencing of using these standards. 
In considering their responses conservatively, the auditors highlighted the issues 
that need to be considered in order to increase the SMEs’ capability in respect of 
their adoption of the proposed IFRS for SMEs.     
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The main discussed results from both questionnaires and semi-structured 
interviews are summarised in Table 6.1. These results are also shown in section 
7.5. 
Table 6.1: summary of results from qualitative and quantitative methods. 
Objective Finding 
Main sources of discussion 
with the results obtained. 
One 
Managers; banks and 
creditors; public 
authorities; and analysts 
were the most frequent 
and important SMEs’ 
financial information users 
while both employees and 
shareholders were found 
as rare users. 
(Lungu et al., 2007; Collis and 
Jarvis, 2000; Barker and Noonan, 
1996; Page, 1984; Sian and 
Roberts, 2009; Hattingh, 2001; 
and Di Pietra et al. 2008; Corsi 
and Garzella, 2003; Sian and 
Roberts, 2009; McMahon and 
Stanger, 1995; Srijunpetch, 2009; 
Eierle and Schultze; 2009, Flegm, 
2006; Jarvis and Collis, 2003; De 
Mesa Graziano, 2006; Albu et al., 
2010; Quagli and Paoloni, 2012; 
Bruns and Fletcher, 2008, Berry 
and Robertson, 2006; IASB, 
2009e; Scott, 2002; IASB, 2009c; 
Schiebel, 2008; Lennard, 2007). 
Two 
The current applied 
standards are substantially 
characterised to embrace 
many problems. 
(Fearnley and Hines, 2007; Gray 
et al., 1997; Trulsson, 1997; 
Okpara and Kabongo, 2009; 
Tushabomwe-Kazooba, 2006; 
Coskun and Altunisk, 2002; 
Dincer, 1996; Arrunada, 2008; 
Pacter, 2008; Thompson et 
al.,2009; Nerudova and 
Bohusova, 2008; Jermakowicz 
and Epstein, 2010; Collis et al. , 
2004; Dedman and Lennox, 2009; 
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Quagli and Paoloni, 2012; Haller 
and Eirle, 2008; Harvey and 
Walton, 1996, Soderstrom and 
Sun, 2007; Cleminson and Rabin, 
2002; Dang-Duc, 2011; Kitching , 
2006; Cole et al., 2009; Haller and 
Eierle, 2004; Taylor, 2009). 
Three 
All respondents agreed to 
exclude earnings per 
share, interim financial 
reporting, segment 
reporting, issuance of 
Insurance, and assets held 
for sale from the content of 
standards for SMEs. 
The overall participants 
approved on the most 
proposals under IFRS for 
SMEs compared to those 
based on full IFRS. Except 
those proposal pertaining 
to measuring some kind of 
assets, for instance; 
investment property; 
intangible; property; plant 
and equipment, which 
were rejected only by the 
group of one or both group 
of respondents and the 
proposals to be exempt 
from disclosing the effect 
of changing in standards, 
(IASB, 2005a; IASB, 2008; Singh 
and Newberry, 2008b; Fearnley 
and Hines, 2007; IASB, 2004a; 
European Commission, 2009a; 
Staubus, 2004; Benston, 2003; 
Fulbier and Gassen, 2010; Young, 
2006, Gjesdal, 1981; John and 
Healeas, 2000; Sian and 
Roberts ,2009; Young, 2006; 
Gjesdal, 1981; Dang-Duc, 2011; 
Cole et al., 2009; Soderstrom and 
Sun, 2007; IASB, 2005b;Wyk and 
Rossouw,2009; Aboagye-Otchere 
and Agbeibor, 2012; Eierle and 
Haller, 2009; Quagli and Paoloni, 
2012). And it was mainly by 
referring to the response to 
Discussion Paper: Preliminary 
Views on Accounting Standards 
for Small and Medium-sized 
Entities in 2004 (IASB, 2004a), 
Staff Questionnaire on Possible 
Recognition and Measurement 
Modifications for Small and 
Medium-sized Entities in 2005 
(IASB, 2005), and to the Comment 
Letters to the ED for IFRS for 
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to measure the investment 
property according to 
circumstances rather than 
give them the choice of 
using cost or fair value 
model, to review the 
leased assets impairment 
at each reporting date, and 
to exempt from using the 
straight line method to 
recognise the operating 
lease payments. 
SMEs that was issued in 2007 
(IASB, 2008). 
Four 
Preparers have the 
Willingness to adopt IFRS 
for SMEs as they also 
agreed on the general 
concept of IFRS for SMEs 
(Kitching, 2006; Dang-Duc, 2011; 
Bohusova and Nerudova, 2007; 
Müllerova et al., 2010b; Deloitte, 
2009b; Koumanakos and 
Alexandrou, 2012; Fearnley and 
Hines, 2007; Ram, 2012; IASB, 
2009e; IASB, 2005b; Seifert and 
Lindberg, 2010). 
Five 
Both groups of users have 
positive expectations. But 
the managers were more 
optimistic  
(Fearnley and Hines, 2007; 
Christie and Brozovsky, 2010; 
Müllerova et al., 2010b; 
Stainbank, 2010; Collis, 2008; 
Dang-Duc, 2011; European 
Commission, 2009a; Sian and 
Roberts, 2008; Strouhal, 2012; 
Neag et al., 2009; Jermakowicz 
and Epstein,2010; Nguyen,2010; 
Toma, 2011; Arrunada, 2008; 
Quagli and Paoloni, 2012; Pacter, 
2008; Ploybut, 2012; Haller and 
Eirle, 2008; Bohusova and 
Nerudova, 2007; Kitching, 2006; 
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Haller and Eierle, 2004; Neag et 
al., 2009; Aras and Crowther, 
2008; Okpara and Kabongo, 
2009; Mersereau, 2002; Joshi and 
Ramadhan, 2002). 
Six 
The respondents 
especially the auditors 
group were evidently 
worried about several 
potential obstacles. 
(Alavvnah, 2008; Dincer, 1996; 
Coskun and Altunisk, 2002; Siam , 
2005; Alexander and Servalh, 
2009; Fearnley et al., 2000, 
Keasey et al., 1988, Kitindi, 2004; 
Okpara and Kabongo, 2009; 
Matar and Noor, 2008; Atteyah, 
2008; Pacter, 2008; Siam and Al-
Daass, 2011; Tushabomwe-
Kazooba, 2006; Mahadea, 1996; 
Lussier, 1996; Strouhal et al., 
2010; Albu et al., 2010; KPMG, 
2010; IASB, 2009c; Ernst & 
Young, 2010; European 
Commission, 2010; Strouhal, 
2012; Dang-Duc, 2011; Collis, 
2008, Collis, 2010; Collis et al., 
2004). 
Seven 
The influence of firm’s 
characteristics were varied 
across topics, whereas 
some of these 
characteristics influence 
the perceptions of 
prepares regarding the 
suitability of some topics 
and did not affect 
regarding the other topics. 
(Aboagye-Otchere and Agbeibor, 
2012; Allee and Lombardi Yohn, 
2009; Eierle and Haller, 2009; 
Shearer, 2007; Quagli and 
Paoloni, 2012; POBA, 2006; 
Dang-Duc, 2011). 
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6.8 Summary 
 
This chapter has presented the findings from the questionnaire survey and 
interviews as they relate to each of the seven objectives and has analysed these 
outcomes, discussing them in the light of the literature. In the following chapter, a 
conclusion to the thesis is drawn, in which recommendations are made, and the 
contributions made by the study are discussed. Some suggestions for additional 
research are also offered. 
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Chapter 7 : Conclusion and Summary 
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7.1 Introduction 
 
This chapter presents an overall conclusion to the research. It summarises the 
findings obtained and the conclusions reached in the preceding chapters, and 
discusses these with regard to the research objectives described in Chapter One.  
Accordingly, the first section reminds the reader of the research objectives and the 
methods used to achieve them. The next section considers the key findings based 
on the empirical work performed in relation to each objective as well as the 
implications of the proposals. Subsequently, recommendations are offered on the 
basis of the conclusions. The contribution to knowledge made by the study is then 
highlighted, and this is followed by an outline of the limitations of the research, and 
some proposals for further study as a means of addressing these. 
7.2 Aim of the Investigation 
 
As indicated in Chapter One, the study aims to investigate the suitability of the IFRS 
for SMEs in Jordan. It was also the intention of the study to identify the current 
problems encountered by Jordanian SMEs in their application of the IFRS. 
Additionally, the anticipated benefits from the application of the IFRS for SMEs was 
raised as a key issue to be evaluated.  
Investigating the usefulness and the suitability of the IFRS for SMEs is deemed a 
worthwhile undertaking given that the IFRS are already in place in Jordan, and thus 
represent a real alternative to these new proposals. Hence, an empirical 
examination was considered necessary to establish the perceptions of those 
responsible for preparing SMEs’ accounting information regarding the current 
application of the Full IFRS as part of the local regime rather than the IFRS for 
SMEs, the possibility of implementing the IFRS for SMEs, and whether similar or 
different views emerge on the level of importance of the IFRS for SMEs. 
7.3 Research Objectives 
Seven objectives were formulated as a means of pursuing the above overall aim, 
these being: 
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1. To identify the main SMEs’ financial accounting information users.  
2. To identify the problems facing SMEs in Jordan regarding the preparation 
and use of financial information. 
3. To assess the relevance of some accounting topics within the content of IFRS 
for SMEs to Jordanian context based on auditors’ views. Moreover, to 
evaluate the perceptions of financial managers and auditors regarding the 
suitability of those relevant topics within the content of IFRS for SMEs based 
on their differences from the Full IFRS (omitted topics, measurement, 
recognition, presentation, and disclosure). 
4. To empirically examine the perceptions of SMEs’ accounting information 
preparers regarding the general concepts of the IFRS for SMEs as well as 
their willingness to adopt the IFRS for SMEs. 
5. To determine whether the IFRS for SMEs can influence positively or 
negatively SMEs’ accounting practices. 
6. To identify the obstacles that may impede the effective application of the 
IFRS for SMEs. 
7. To identify the differences and similarities of perceptions based on size, 
ownership structures, legal form, and economic sector with respect to 
Objective 3.  
7.4 Research Methods 
 
As explained in detail in Chapter Three which presented the methodology adopted 
to achieve the research objectives, the study was conducted using a mixed methods 
approach as follows: 
 
 An extensive review of the appropriate literature was undertaken to ensure 
that all the variables relating to the effective implementation of the IFRS for 
SMEs were identified. Having established these variables, it was possible to 
design a research instrument that would allow for a proper investigation of 
the prevailing situation in Jordanian SMEs, with full confidence that no 
important issue had been omitted, and that no questions were asked that had 
already been effectively answered by previous studies. 
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 A series of interviews was held with a small sample of external auditors of 
SMEs’ financial information in order to assist the researcher in developing 
the questionnaire survey. In particular, this assistance was required to 
construct the questions pertaining to the differences between the proposed 
IFRS for SMEs, and the Full IFRS, as it was important to determine the 
relevance and the level of adoption of each topic contained within the IFRS 
framework in the context of Jordanian SMEs.  
 
 The resultant questionnaire survey was administered with a large sample of 
preparers of SMEs’ financial information (financial managers of SMEs, 
auditors), and the findings analysed using the SPSS since this represents a 
user-friendly piece of software that offers reliable output in respect of social 
science data. The majority of questions used a rating scale with six response 
classes including the option of ‘not applicable’ or ‘impossible to say’. As noted 
by Malhotra (2008), the adequacy of responses is enhanced by using a non-
forced scale. All ‘impossible to say’ and ‘not applicable’ options were 
considered as missing answers.   
7.5 Key Findings 
The main findings of this study are now summarised in respect of each objective. 
7.5.1 Objective One 
 
The main users of SMEs’ financial statements were found to be: managers, banks 
and creditors, public authorities, and analysts in that order. Moreover, the two 
different groups of respondent (financial managers and external auditors) ranked 
these users in exactly the same way.   
It was clear that these stakeholders vary in their reliance on the information 
provided. Both respondent groups deemed individual investors, suppliers, credit 
agencies, institutional investors, and customers as moderate users of SMEs’ 
financial information, and employees and shareholders as rare users of financial 
statements.  
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Although the different types of user group were believed to rely on the financial 
information provided by SMEs to a larger or greater extent, it is interesting to note 
that the highest level of usage was accorded to various groups other than investors 
who would naturally consider the reporting under the Full IFRS as valuable (and 
required by all listed enterprises).  As stated in the literature, the financial standards 
designed for listed entities are concerned merely to fulfil the needs of shareholders 
as they are given priority, especially in Common Law countries, whereas taxation 
issues form the major interest in Code Law countries.  
7.5.2 Objective Two 
 
This objective sought to identify the extent to which the problems highlighted in the 
literature are applicable to the Jordanian SME context. Using factor analysis, those 
problems were assigned to four major categories, these being: lack of financial 
information and expertise; the cost and efforts to prepare financial reports; 
complexity of measurements and recognition; and cost of bookkeeping and audit 
fees.   
First factor includes issues like, safeguarding assets and obtaining good control; 
disclosing critical information to competitors due to high disclosure requirements; 
making inappropriate decisions because of the complexity of financial information; 
and the difficulty in making wise decisions due to the lack of financial information. 
The group of auditors in particular, saw these as important issues. 
Both respondent groups expressed less concern, however, about the lack of 
knowledge of the IFRS, and the inability of financial information to meet the users’ 
needs of financial statements. And in respect of the three problems of lack of 
expertise and qualified employees in accounting, difficulty in obtaining finance, and 
the complexity in making comparisons of financial statements of firms of the same 
size abroad and domestically, there was some disagreement between the two 
groups, since these issues were viewed by managers as moderately applicable to 
SMEs in Jordan, but by auditors as genuine problems. 
In respect of difficulties pertaining to the cost, time, and effort involved in preparing 
financial reports, and the high amount of disclosure required, both groups, and 
especially managers, confirmed that these are applicable to SMEs in Jordan. 
However, the complexity of measurements and recognitions, whilst deemed as 
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problems by managers, are only perceived as moderately affecting SMEs by 
auditors. The costs of bookkeeping and audit were considered by both groups as 
moderately applicable to SMEs.  
 
7.5.3 Objective Three 
 
Both managers and auditors, and irrespective of their SMEs’ numbers of employees, 
and total assets and turnover, expressed the view that that the topics included in the 
Full IFRS but omitted in the proposals for the IFRS for SMEs, are irrelevant to SMEs 
in the Jordanian context. The topics in question are: earnings per share, interim 
financial reporting, segment reporting, issuance of Insurance, and assets held for 
sale. This belief also held true across the different economic sectors, with the 
exception of the service sector, and the different legal forms of entity, with the 
exception of limited liability and private shareholder companies. In these respects, 
the exceptions cited deemed these topics to have some, but only low, relevance to 
SMEs in Jordan.  
For better understanding, the main findings of this objective regarding the suitability 
of topics under the IFRS for SMEs in comparison to the Full IFRS are presented 
according to factors, which include only topics believed by the interviewees to be 
relevant to SMEs in Jordan.  
7.5.3.1 Factor One  
This factor involved certain presentation issues. Both groups, but particularly the 
managers, generally agreed on the proposal under the IFRS for SMEs to reduce the 
disclosure requirements, and to exempt SMEs from disclosing the fair value of their 
investment property. The proposals to present a combined statement of income and 
retained earnings, and to present only one comparative period in the statement of 
financial position were moderately favoured by auditors, and agreed upon by 
managers. Managers across different size entities (based on total assets and 
turnover, and on employee numbers), and across all economic sectors, showed 
their willingness to adopt those proposals. However, whilst there was also 
agreement from the managers of all different legal forms, those from limited liability 
enterprises showed relatively low agreement compared to that of managers from 
other legal forms of entity, and managers of private shareholder entities were neutral 
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in their viewpoint. Furthermore, owner-managers were in greater agreement than 
non-owner managers, although the latter nonetheless did agree with these 
proposals.  
Regarding the interviewees, 60% believed that presenting only one comparative 
period in the statement of financial position would reduce the benefit of financial 
information by undermining the internal comparability, while the rest found this 
proposal suitable as its implementation would simplify the presentation processes.  
Presenting a combined statement of income and retained earnings was perceived 
by 70% of the interviewees as inappropriate because in cases where the SME had 
other comprehensive income, this practice may lead to a reduction in the 
comparability of same-size entities. The remaining 30% of the interview sample 
deemed the proposal to be acceptable on the grounds that it implied a major 
simplification of the process.  
All interviewees agreed on the proposals to reduce disclosure requirements, and to 
exempt SMEs from disclosing the fair value of investment property. However, 50% 
of respondents were concerned about the reliability of financial information 
regarding the latter proposal, with some preferring to maintain a balance between 
simplification and reliability in the light of the cost and benefit trade-off.       
7.5.3.2 Factor Two 
Factor Two, pertaining to suggestions under the IFRS for SMEs to expense certain 
types of cost rather than capitalising them, and in respect of some lease and 
standards issues, did not meet with universal agreement or disagreement by the 
respondents, with just one exception. That exception concerned the proposal to 
disallow the reference by auditors to other standards-setting bodies, and in this 
case, managers agreed with this proposal, whereas auditors did not. On the other 
hand, the proposal to expense both borrowing, and R&D costs was agreed by 
auditors but not managers. Auditors also disagreed with the proposals to exempt 
SMEs from disclosing the effect of changing in standards, and to exempt them from 
the use of the straight line method to recognise the operating lease.   
The opinions offered by managers did not vary according to economic sector, legal 
form of entity, amount of total assets and turnover, or owner-
management/stewardship. However, managers of entities with less than ten 
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employees expressed greater agreement on the proposals within this factor rather 
than those with more than ten employees, who remained neutral in their thoughts.  
The majority of interviewees preferred to implement the proposals relating to 
expensing certain costs rather than capitalising them, on the grounds that such a 
change would substantially simplify the reporting procedure. However, EY3 and 
AF1, whilst appreciating the value of such simplification, also shared the viewpoint 
expressed by 20% of the sample who were in complete disagreement with this idea, 
that it was not preferable to charge these expenses to one financial period instead 
of allocating them to several periods. Furthermore, they pointed out that this would 
result in decreasing the profit and assets figures in the first period. 
Six interviewees rejected the proposal to exempt SMEs from using the straight-line 
method to recognise operating leases, because this would not result in any 
simplification to the preparation process, and at the same time would reduce the 
reliability of accounting information. On the other hand, although 90% of 
respondents were not in favour of exempting SMEs from disclosing the effect of 
changes in standards, as they deemed such disclosure necessary to enhance the 
reliability of the statements, some did suggest making an analysis of the cost/benefit 
trade-off. In terms of the proposal to disallow the reference to another standards-
setting body, 50% of interviewees preferred the IFRS for SMEs to be formulated as 
completely standalone standards with some small exception to allow the use of 
guidance provided by the Full IFRS in instances where issues arose that were not 
specifically covered by the IFRS for SMEs. The remainder of the respondents 
preferred to retain the standards already applied. 
7.5.3.3 Factor Three  
This factor concerned the measurement of certain types of asset. Within the 
proposed IFRS for SMEs, the suggestion was made to use only the cost model for 
intangible assets and property, plant and equipment, and to measure investment 
property based on circumstances by using the fair value or cost-depreciation-
impairment methods. The auditors were in full agreement with all the 
aforementioned proposals. However, these suggestions did not gain agreement 
from the managers, although this group of respondents did indicate agreement in 
respect of using the most recent price for inventory. These instances of agreement 
and disagreement reflected the managerial view irrespective of the different 
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variables associated with SMEs, i.e., different amounts of total assets, turnover 
ranges, number of employees, and whether owner-manager or steward. Indeed, the 
perceptions of managers across economic sectors were also similar to the previous 
overall opinions, except for those managers in trade and agriculture, who presented 
overall disagreement. This outcome may be the result of their neutral opinions 
regarding the use of the most recent price for inventory, which causes them to be 
more reluctant about the issues comprising this factor than managers in the other 
economic sectors. Likewise, the perceptions of managers across legal forms were 
similar to the previous overall opinions, with the exception of those from general 
partnerships, who registered greater overall rejection of the proposals included in 
this factor. 
Regarding the perceptions of the interviewees, 70% agreed to use the most recent 
purchase price to approximate the cost of inventory, on the basis that this strategy 
produces the most recent information. The remaining interviewees were reluctant 
due to the possibility of undermining prudence.  
In terms of using the cost model for Intangibles and PPE, and for measuring 
investment property according to circumstances, 70% of interviewees indicated that 
the common practice was to use the cost model as the revaluation approach is 
deemed to be neither cost-effective, nor easy to reliably determine. However, the 
remaining interviewees expressed the view that despite these drawbacks of the 
revaluation models, it was not appropriate to restrict preparers of financial 
information by reducing the options available to companies, since such restriction 
would weaken the reliability of accounting information, and if it were possible for the 
company to determine the fair value without incurring undo costs or efforts, this 
should be encouraged.  
7.5.3.4 Factor Four  
Both groups (auditors and managers) agreed on all the proposals under the IFRS 
for SMEs to presume the length of intangible assets as 10 years, consider the useful 
life of intangible assets as finite, and amortise other than goodwill indefinite life 
intangible assets over 10 years, using the impairment test only when an indication 
for impairment actually exists. This viewpoint was expressed by managers 
irrespective of the SME’s legal form, number of employees, total assets and 
turnover, and type of management structure. Agreement was varied among 
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managers from different economic sectors, with those coming from the construction, 
and service sector, showing relatively less agreement than those from other sectors.  
In respect of the interviewees, the majority agreed on the proposals comprising this 
factor on the grounds that they implied major simplifications. The relaxation in terms 
of the need to test intangible assets annually for impairment, and to take the 
amortisation approach was perceived as favourable for SMEs. In particular, they 
believed that the amortisation of intangible assets would not deprive SMEs’ 
stakeholders from the financial information needed to evaluate the cash flows. That 
said, the minority who did not support these proposals, did so because of their 
concern about the possibility of creating secret reserves resulting from the 
amortisation.   
7.5.3.5 Factor Five  
The proposals in this respect, concerning estimation issues, were to discard the 
indication for impairment when the net assets of an entity exceed its market 
capitalisation, to exempt the entity from reviewing the estimations annually, and to 
account assets’ depreciation separately if the pattern of expected economic benefit 
of that asset was different. All of these suggestions were agreed as relevant by 
auditors, managers as whole, and managers when the variables of size according 
to employee numbers, turnover and total assets, and management structures, were 
taken into account. Similar views were also expressed by managers across 
economic sectors, and legal forms, but there were slight anomalies in both these 
variables, with significant differences emerging in respect of managers from 
agriculture, and those from limited liability entities, as they indicated more and less 
agreement respectively with regard to these proposals. 
The majority of interviewees believed that the requirement to review these 
estimations annually was costly, complex, time and effort-consuming for SMEs. 
Furthermore, these interviewees specified that firms had a habit of escaping from 
such reviews, in an attempt to avoid creating any deferred tax assets or liabilities, 
because these firms try to be in line with estimations produced by the tax 
department. Conversely, the remaining interviewees were of the opinion that the 
rapid developments in technology lead to frequent change in pre-determined 
estimations, and consequently, these assets should be repeatedly reviewed.  
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In terms of assets depreciated separately, 20% of interviewees believed that the 
suggestion to account for those assets according to the pattern of expected 
economic benefit would prove burdensome to SMEs as the process is more 
subjective than the procedure incorporated under the Full IFRS of using numbers to 
specify the significant cost. However, the vast majority (80%) of interviewees agreed 
with the proposal on the grounds that the Full IFRS require the application of the 
component depreciation, which increases the costs incurred by SMEs. 
The majority of respondents agreed to discard the indication for impairment when 
the net assets of an entity exceed its market capitalisation, because this implies 
greater simplification which is welcomed by SMEs since they do not generally have 
employees with expertise in the accounting field. Conversely, 40% of respondents 
believed that the removal of the need to test for impairment would minimise the 
entities’ capability to protect shareholders and maintain prudence.  
 
7.5.3.6 Adopters versus Non-adopters 
Only the suggestion regarding the use of the cost model for intangible assets 
received significantly different responses from adopters and non-adopters. In 
respect of the adopters, this suggestion was neither agreed nor disagreed, whilst 
there was definite disagreement from the non-adopters. Likewise, there was a 
significant difference in respect of the proposal under the IFRS for SMEs to exempt 
these entities from using the straight line method to recognise the operating lease 
payments when payments were organised to rise in line with anticipated inflation. 
This proposal was agreed by non-adopters, but received a neutral response from 
adopters. Likewise, the IFRS for SMEs’ proposal to use the most recent purchase 
price to approximate the cost of inventory was considered differently, being agreed 
by non-adopters, but perceived neutrally by adopters.   
 
7.5.4 Objective Four  
 
Respondents of both groups indicated their willingness to adopt the IFRS for SMEs 
from the first year in which they are applied generally or used for tax purposes by 
all non-public entities, irrespective of whether such adoption was mandatory or 
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voluntary. Additionally, both groups confirmed their belief in the need to apply a new 
uniform set of international standards rather than the Full IFRS.  
Even though the group of managers were neutral in their opinions regarding the 
general concepts of the IFRS for SMEs, the auditors demonstrated agreement in 
this respect, essentially supporting the proposals to: create the IFRS for SMEs as a 
standalone document, cross-reference with the Full IFRS, and introduce general 
purpose financial statements rather than statements targeting the needs of 
particular users.  
 
7.5.5 Objective Five   
 
Clearly, the findings in the current research reveal that both the managers’ and 
auditors’ groups similarly believe that the proposed IFRS for SMEs would positively 
impact upon the accounting practice in all the aspects determined in this study. Their 
belief is founded upon the greater simplification of the reporting process which these 
standards are designed to produce. For example, they make it easier to prepare 
financial reports, measurements and recognition are simplified, the standards are 
more easily understood than the Full IFRS, audit work is simplified, the amount of 
time taken to prepare the financial reports is reduced, the overall effort needed to 
prepare financial reports is reduced, and tax department work is facilitated. 
Furthermore, enhancing the usefulness of financial information for the decision- 
making process, and safeguarding and controlling the entity, were thought to be 
positive outcomes by both groups as they agreed that the IFRS for SMEs would 
improve the quality of accounting information for external and internal users, allow 
for more appropriate decision-making based on non-complex and more relevant 
financial information, fulfil the users’ needs of financial statements, safeguard assets 
and obtain good control, and reduce the competition risk by avoiding the need to 
disclose critical information. In addition, they considered the proposed standards to 
contribute positively to reducing the cost and effort required to generate specialist 
accounting standards for Jordanian SMEs. 
Likewise, both groups concurred in their belief that the IFRS for SMEs would play a 
key role in reducing the cost associated with the preparation of the financial report, 
audit, bookkeeping, documentation, and the implementation of the standards. 
319 
 
Similarly, both groups, but especially the auditors, pointed out that the comparability 
of same- size SMEs, domestically and abroad, would be enhanced, as also would 
the SMEs’ capability to obtain credit from suppliers and finance.  
The test to correlate answers to questions about problems pertaining to the use of 
the Full IFRS, and those about the potential use of the IFRS for SMEs, revealed that 
managers do genuinely believe that the IFRS for SMEs will contribute positively 
towards solving all the problems identified in Objective Two, with one exception – 
that concerning sources of finance. At the other extreme, there was a significant 
difference between the auditors and managers except in the pairwise of questions 
relating respectively to the high cost of preparing financial reports, and the difficulty 
in comparing the financial position of same-size enterprises domestically, whereas 
auditors showing much less agreement than managers to other issues. Therefore, 
managers were more optimistic about the capability of the IFRS for SMEs to help 
mitigate or even solve, the aforementioned problems.  
 
7.5.6 Objective Six   
 
This objective refers to the potential obstacles resulting from the differences 
between Jordan and the countries which developed these standards. In this context, 
it was indicated by the group of managers that variations in social and organisational 
culture, concepts and behaviour, cultural values and the extent to which 
modernisation has occurred, economic environment, and the role played by 
professional bodies and associations, were not considered as obstacles that might 
hinder the effective application of the IFRS for SMEs. In contrast, the auditors 
perceived most of these differences as potential external obstacles.  The same 
viewpoints were offered in respect of other external hindrances, such as the failure 
to separate ownership from management, and the lack of attention paid to 
accounting responsibilities by external entities.  
The funding difficulties encountered as a result of the limited financial resources 
available to SMEs, the lack of certainty in obtaining credit facilities, and general 
finance difficulties, were considered by both groups as obstacles that may impede 
the application of the IFRS for SMEs. 
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In respect of the weakness of human resources in the accounting field, the lack of 
accounting and finance knowledge among SMEs’ owners, and the weakness of the 
accounting systems applied in SMEs, the group of managers were neutral in their 
opinions. Not surprisingly, however, the auditors viewed these issues pessimistically 
as barriers to the effective application of the IFRS for SMEs. On the other hand, all 
respondents were concerned about the measurement and restatement difficulties 
at first time adoption, believing that this strategy might impede the effective 
application of the IFRS for SMEs during the first period. 
Taxation issues, such as the preference by SMEs to prepare accounts for tax 
purposes only, and the possible additional cost incurred in the preparation of a 
second set of financial statements based on the accounting regulations governing 
compliance with the tax law, were not deemed by managers as potential hindrances 
to the application of the IFRS for SMEs, but the group of auditors were less sure 
about this and remained neutral in their considerations. 
The managers did not consider that legislative differences between Jordan and the 
countries responsible for developing the standards, and the fact that some SMEs 
are not obligated by the legislative framework to publish audited reports on an 
annual basis, would stand as impediments to the effective application of the IFRS 
for SMEs, but the auditors did perceive these issues as obstacles. 
7.6 Recommendations 
 
Clearly, as confirmed in the fieldwork, there are several different groups of 
stakeholder who make use of the financial information presented by SMEs, and 
therefore, such financial information should be tailored to the requirements of all 
these users, and not concentrate purely on providing information for investors in the 
stock market, as is the focus of the Full IFRS. Consequently, the standards-setting 
bodies must take a step forward by obligating SMEs to publish general financial 
statements which is beneficial for all users and satisfies the variety of needs they 
demonstrate. This recommendation was stressed within the content of the IFRS for 
SMEs (P7, P8) and within the basic conclusion in the IFRS for SMEs (BC54), where 
it is stated that the: 
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“IFRSs are designed to apply to the general purpose financial 
statements and other financial reporting of all profit-oriented 
entities. General purpose financial statements are directed towards 
the common information needs of a wide range of users, for 
example, shareholders, creditors, employees and the public at 
large. General purpose financial statements are intended to meet 
the needs of users that are not in a position to demand reports 
tailored to their particular information needs. General purpose 
financial statements provide information about an entity’s financial 
position, performance and cash flows” (IASB, 2009e:19, IASB, 
2009c).  
 
It was also obvious from the fieldwork that several problems associated with the use 
and preparation of financial information which is produced according to the 
standards currently applied, exist. The presence of such problems further 
emphasises the urgent need for a different mechanism for SMEs’ financial reporting. 
Hence, the standards-setting bodies should issue or adopt a more relevant and 
simplified set of accounting standards for SMEs rather than the Full IFRS, since 
customised standards for these enterprises might make a significant contribution 
towards the solution or mitigation of these problems. 
Due to the difficulties in terms of cost and effort, which standards-setters in Jordan 
would encounter were they required to develop and issue a new set of accounting 
standards for SMEs, and the possible resultant undermining of the ability to make 
sound comparisons with same-size entities abroad because of the adoption of self-
developed accounting standards, it is sensible to consider the use of other sets of 
standards, such as the IFRS for SMEs. Indeed, the findings of the study revealed 
that SMEs’ managers are willing to adopt the IFRS for SMEs as they are perceived 
as offering several benefits. For example: their adoption would contribute positively 
to the alleviation and potential solution of the problems caused by using the Full 
IFRS as they reduce the disclosure requirement and hence, minimise the risk to 
which these entities are exposed when providing information that could be critical to 
competitors; they allow for the simplification of financial information; they enhance 
the ability of that financial information to contribute both to the decision-making 
process and to the safeguarding and control of the entity; they reduce the cost 
incurred by companies; they boost comparability and promote more positive 
decisions when applying for finance; and they save the money and effort that would 
be needed to develop accounting standards for SMEs in Jordan. 
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Therefore, the content of the IFRS for SMEs should be considered for adoption by 
the Jordanian standards-setting body, and also as a standalone document, with 
reference to the Full IFRS being permitted for topics that are not covered by the 
IFRS for SMEs but which might arise within the SME context. Cross-reference by 
SMEs to the Full IFRS is preferred since this will facilitate the adoption of the 
proposed standards, as well as simplifying any future transition by an SME to a 
public company. It was stressed by the study participants, however, that such cross-
referencing should only be allowed for topics that rarely occur within the context of 
SMEs, such as financial instruments. This recommendation can be justified by the 
need to consider the IFRS for SMEs as a standalone document as these proposed 
standards do not include those topics within the Full IFRS that are considered 
irrelevant, such as earnings per share, issuance insurance, interim financial 
reporting, segment reporting, and assets held for sale. It can also be rationalised on 
the basis that it is necessary to enhance comparability by minimising the number of 
topics treated under a dual set of accounting standards.   
Bearing this in mind, and also considering the findings regarding the suitability of 
some accounting topics under the IFRS for SMEs in the light of these proposed 
standards’ difference from the full IFRS, the adoption of certain topics under the 
IFRS for SMEs should be mandatory, while others should be with modification. 
Voluntary adoption is not a desirable strategy since this would reduce comparability 
among SMEs domestically and abroad. Hence, adoption should be compulsory. For 
the purpose of demonstrating the nature of the proposed adoption for each topic, 
Table 7.1 shows all the topics deemed relevant to SMEs in Jordan and provides a 
suggestion for modification if required. This takes into consideration the fact that the 
mandatory adoption without modification necessitates using only the proposal under 
the IFRS for SMEs for the related topic, while the mandatory adoption with 
modification implies implementing the Full IFRS in respect of the pertinent topics. If 
both categories have been determined, this means that the topic can be treated by 
using either the IFRS for SMEs or the Full IFRS.   
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Table 7.1: The Nature of Adoption of Several Accounting Topics under the IFRS for 
SMEs. 
Topic 
M
a
n
d
a
to
ry
 
w
it
h
o
u
t 
m
o
d
if
ic
a
ti
o
n
. 
M
a
n
d
a
to
ry
 
w
it
h
 
m
o
d
if
ic
a
ti
o
n
 
To include only one comparative period in the 
statements of financial position instead of two 
comparative periods under the Full IFRS. 
✔  
To permit the presentation of combined statements of 
income and retained earning when only the change in 
equity was due to profit or loss, dividends, correction 
of prior periods errors, or changing in accounting 
policy. This option is not permitted under the Full 
IFRS. 
✔  
To reduce the disclosure requirements by omitting 
those pertaining to investment decisions in the public 
market. 
✔  
To be exempt from disclosing the fair value of 
investment property that is accounted as property, 
plant and equipment. This disclosure is required 
under Full IFRS unless the fair value cannot be 
determined reliably. 
✔  
To be exempt from disclosing the effect of changing in 
standards that had been issued but had not been 
effective yet. This disclosure is required under the Full 
IFRS. 
 ✔ 
To present separately the amount of dividend 
declared after the end of the reporting period in 
retained earnings. This is not permitted under the Full 
IFRS. 
✔  
To measure the investment property according to 
circumstances rather than give them the choice of 
using cost or fair value model. By using the fair value 
through profit or loss only if the fair value can be 
measured without undue cost or effort, otherwise, the 
cost-depreciation-impairment method is allowed. 
 ✔ 
To use only the cost model for property, plant and 
equipment, instead of, in addition to the cost model, 
making the revaluation model an option. 
 ✔ 
To account for the assets’ depreciation separately for 
assets with a different pattern of expected economic 
benefits consumption instead of considering the 
significant cost of an asset compared to total assets as 
a criterion to be depreciated separately. 
✔  
To amortise the intangible assets (other than goodwill 
indefinite-life) over 10 years and to test the impairment 
✔  
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only when there is an indication of impairment instead 
of testing the impairment annually. 
To consider the useful life of intangible assets as finite. 
These can be either finite or infinite under the Full 
IFRS. 
✔  
To use the cost model for intangible assets, instead of, 
in addition to the cost model, making the revaluation 
model an option. 
 ✔ 
To presume the length of intangible assets as 10 
years. This is not specified under the Full IFRS. 
✔  
To exempt from the annual review of estimations (e.g. 
useful life, residual value, depreciation and 
amortisation) unless there is an indication of 
substantial variation between the current and last 
annual report. This review is required at least one time 
every financial year under the Full IFRS. 
✔  
To review the leased assets impairment at each 
reporting date. This is not required under the Full 
IFRS. 
 ✔ 
To recognise the cost incurred by manufacturers or 
dealers lessor regarding arrangement or negotiation 
of lease as expenses instead of capitalising them. 
✔ ✔ 
To exempt from using the straight line method to 
recognise the operating lease payments when 
payments have been organised to rise in line with 
anticipated inflation. This exemption is not provided 
under the Full IFRS. 
 ✔ 
To reduce the use of fair value through profit or loss for 
agriculture, especially, when fair value cannot be 
determined without undue cost or effort, instead of the 
presumption under the Full IFRS that fair value can be 
reliably measured. 
✔  
To permit the use of the most recent purchase price to 
approximate the cost of inventory. This is not allowed 
under the Full IFRS unless the difference is immaterial 
compared to the permitted method (e.g. standard cost 
or retail method). 
✔  
To discard the indication of impairment that results in 
exceeding the net assets of an entity over its market 
capitalisation. This is considered as indication for 
impairment under the Full IFRS. 
✔  
To recognise the borrowing cost as expenses instead 
of capitalising them. 
✔  
To recognise the research and development cost as 
expenses when incurred, instead of capitalising the 
development cost. 
✔  
To recognise the exchange differences in monetary 
items in other comprehensive income instead of 
reclassifying in profit or loss on disposal of the 
investment. 
✔  
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To disallow reference to another standards-setting 
body (management can refer to guidance in the Full 
IFRS). It is permitted under the Full IFRS to refer to 
another standards-setting body. 
✔  
 
The first two proposals under the IFRS for SMEs in Table 7.1 could be optional for 
private shareholder companies. The criteria used to determine the nature of 
adoption are as presented in Table 7.2. 
Table 7.2: Criteria for the Determination of the Nature of Adoption   
Condition 
Mandatory 
without 
modification 
Mandatory 
without 
modification 
If both managers’ and auditors’ groups 
agreed on the proposal. 
✔  
If both or either of the managers’ and 
auditors’ groups rejected the proposal 
(conservative evaluation). 
 ✔ 
If both the managers’ and auditors’ groups 
were neutral. 
✔ ✔ 
If one group was neutral and the other group 
agreed. 
✔  
The next step is to evaluate the responses of managers across different 
categories: economic sector, legal form, employee numbers, total assets 
and turnover’ and management structures. The purpose is to determine 
whether there is a need for different type of adoption for particular sorts of 
entity based on the differences tested before. 
 
All other topic within the content of IFRS for SMEs that were not included in this 
investigation should be treated according to IFRS for SMEs as they are similar to 
the full IFRS, which will not make a major departure from the current application.  
Regarding giving the option to use the revaluation method to measure intangible 
and PEE, the suggestions of this study aligned with the action taken by IASB in 2014 
after reviewing the needs of some changes (IASB, 2014b). This increase the 
credibility of the results of the current study.    
326 
 
To ensure the effective application of the IFRS for SMEs, the readiness of SMEs to 
adopt these standards should be boosted. This can be partially achieved by 
reducing the potential obstacles to implementation as determined in this study.        
In such efforts, government, trade and industry chambers, and the universities must 
take action toward improving and enhancing the accounting skills possessed by 
personnel within SMEs by offering accounting training programmes for employees 
and managers, and by developing particular accounting guidelines for SMEs that 
also improve the accounting system. This is a view supported by other researchers 
(Coskun and Altunisk, 2002, Maseko and Manyani, 2011). In addition, the Ministry 
of Planning and International Co-operation should direct the financial institutions to 
reduce the conditions and guarantee requirements for SMEs, in order to increase 
SMEs’ ability to obtain either finance or credit, which would eventually increase the 
financial resources available to SMEs.  
In terms of measurement and restatement difficulties at first time adoption, 
standards- setters in Jordan must consider the options offered by the IFRS for SMEs 
(Section 35) at this point, such as accounting estimates, fair value as deemed cost, 
revaluation as deemed cost, and arrangements containing a lease. 
Moreover, the Ministry of Planning and International Co-operation, and the 
universities should make the effort to increase awareness regarding the benefits to 
be derived from the separation of ownership from management, and regarding how 
to positively enhance the organisational culture, behaviour, and concepts within 
SMEs.  At the same time, the Companies Control Department should co-operate 
with the JACPA to effectively activate their respective roles in supervising and 
obligating SMEs to comply with the need to issue general purpose financial 
statements based on the IFRS for SMEs, since ultimately such supervision will 
ensure the existence of accounting responsibilities among SMEs.  
7.7 Contributions of the Study  
 
The study has made several contributions both to knowledge, and to practitioners.  
It can be seen to benefit academics, the accounting literature, and the preparers of 
SMEs’ accounting information and as an outcome of that, it will bring benefit to the 
users of SMEs’ financial information.  
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In respect of the contribution to knowledge, the study makes a positive addition to 
the body of accounting literature by providing an example of a developing country, 
i.e.  Jordan, and the suitability of international standards (the IFRS for SMEs) for its 
particular situation. Notably, the key contribution is the empirical evidence it provides 
as to whether the adoption of the IFRS for SMEs would be necessary in this context, 
and indeed appropriate. In doing this it highlights the main differences between the 
Full IFRS, and the IFRS for SMEs by referring to reports of the big four accounting 
companies as well as many academic articles and books in order to ensure that 
these differences have been comprehensively covered. It then determines which of 
these different topics are relevant to SMEs in general and Jordan in particular. Thus, 
a recommendation is made to the standards-setters on the basis of preparers’ 
perceptions of the importance of applying such financial standards.  
As a second contribution to the literature, the study adds to the existing corpus of 
knowledge on SMEs. In considering the many different characteristics of SMEs 
(owner-manager/stewardship, legal form, economic sector, size [employee 
numbers], total assets and turnover), it supports previous findings about the lack of 
professional accounting expertise in the owner-manager arrangement, and provides 
other insights into the influence of economic sector, and legal form. Such insights 
enrich the overall literature on SMEs, irrespective of their geographical and cultural 
setting.  
A third contribution to the literature can be seen in the focus on developing countries, 
and in particular, the Middle East. Using the case of SMEs in the developing country 
context, the preparation of financial reports, and the terms of the use of the material 
in those reports is explored, and hence, the study helps to fill the gap in the literature 
that is seen in relation to developing environments and the adoption of international 
good practice by small and medium-sized entities. Particularly, the idea of 
developing countries’ importation of practice and standards originated in developed 
environments is explored. In relation to Jordan, the differences between the current 
accounting regime, and the proposed IFRS for SMEs are explored, and the potential 
obstacles to the adoption of these international standards is examined. In this 
examination, insights are provided into the national standards-setting agencies, and 
regulators.  
Consequently, the findings of this study make a valuable contribution to the work of 
practitioners, since they produce suggestions not only for SMEs’ information 
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preparers, but are also of interest to local and international standards-setters and 
regulators who may be considering developing accounting standards for SMEs 
either worldwide or in developing countries. In this case, they are of particular use 
to Jordanian standards-setters, since by highlighting the limitations associated with 
the current financial reporting practice of Jordanian SMEs, they deliver valuable 
information on whether a need exists for change in this respect. Moreover, the study 
reveals the reactions of SMEs’ financial information preparers toward the IFRS for 
SMEs, as well as their expectations of the likely costs and benefits resulting from 
the adoption of these proposed standards, and the potential barriers that could 
hinder that adoption.    
A further contribution is made by the methodology used in the study, since this can 
be replicated in other studies exploring the differences between the IFRS for SMEs 
and standards that are already being applied. In this respect, the research 
instrument was developed carefully and its validity and reliability ensured. Hence, it 
can be used by other researchers with only a little modification to accommodate the 
local scene. 
In terms of its practical contribution, the current study provides evidence for the 
global discussion concerning the financial reporting of SMEs, and particularly, for 
the ongoing debate on the use of the Full IFRS within SMEs, whether these are 
genuinely appropriate for such enterprises, whether there is a need for different 
financial accounting standards, and if so, the suitability of the IFRS for SMEs. 
Also, in addition to the interest brought by the findings of this study to standards-
setters and regulators in Jordan and many other jurisdictions as mentioned earlier, 
other stakeholders such as SME managers, accounting practitioners, and other 
external users of SME financial statements (lenders or government authorities) are 
better informed. The preparers and users of SMEs’ accounting information now 
have greater intelligence regarding whether the adoption of the IFRS for SMEs will 
mitigate the problems facing SMEs. Moreover, the decision-making process 
involving standards- setters and regulators is enhanced by the study’s findings, and 
finally, the study marks a platform from which other research concerned with the 
relevance and applicability of the IFRS for SMEs in Jordan, and other developing 
countries can be pursued. 
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Ultimately, a contribution to the nation is made since by the effort to improve 
accounting practice and financial reporting information, the potential for success of 
SMEs in Jordan is raised, and therefore, economic progress should ensue.   
7.8 Research Limitations  
 
The main limitations of this study are as follows: 
1. The combined definition provided by the European Commission and the IASB 
was used to classify SMEs in this study, and the European Commission 
definition may not suit SMEs in Jordan as it was formulated specifically with 
the characteristics of European entities in mind. However, there is no 
accurate definition of SMEs in Jordan, and it was necessary to establish 
some parameters. 
 
2. Because the researcher encountered certain difficulties in obtaining the 
required number of responses from external auditors, mainly because of 
access restrictions and several questionnaires not being returned, the 
confidence level was reduced from 95% to 93%. In order to obtain a 
representative sample, 265 questionnaires were distributed in the hope of 
receiving 240. Falling short of this target (receiving 157 responses), therefore 
had an effect.  
 
3. Although this study explored the overall influence of the tax law on SMEs and 
the effects that the IFRS for SMEs would have on reporting the figures for 
tax, it did not examine the impact of each topic under the IFRS for SMEs 
deemed suitable for Jordanian SMEs on the taxable amount. This is due to 
the fact that Jordan’s Taxation Law is separate from its financial reporting 
regulations, and the depth of investigation required to go beyond the general 
level was beyond the scope of the study. 
  
4. The study did not investigate the suitability of the IFRS for SMEs from the 
viewpoints of external users such as lenders and governmental authorities. 
Their exclusion was on the grounds that certain technical accounting 
questions were considered to be too difficult for them to answer.  
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5. The data were collected from SMEs in Jordan, and whilst this was indeed the 
intention of the study, different jurisdictions have different institutional 
particularities, and different accounting regimes, and may define SMEs 
according to different criteria. Hence, generalisation of the results to other 
jurisdictions might be restricted. 
 
6. This study covers some topics within the IFRS for SMEs and the Full IFRS 
that might be subject to change in the foreseeable future, thus limiting the 
results to the time prior to any update of these topics.   
           
7.9 Suggestions for Future Research 
 
The study has provided a solid platform from which other research can be 
undertaken. In this connection it would be useful to: 
1. Explore the extent to which, and for what purposes, the financial reports 
published by SMEs are used by each user group. 
2. Examine the impact of each topic under the IFRS for SMEs that might have 
an influence upon the amount of tax paid by Jordanian SMEs.  
3. Investigate the suitability of the IFRS for SMEs from the viewpoints of 
external users such as lenders and governmental authorities.  
4. Monitor the adoption of these standards to investigate whether the IFRS for 
SMEs meet the needs of SMEs’ users of financial information better than 
when the previous set of standards was in use. 
5. Analyse financial statements prepared in accordance with the IFRS for SMEs 
in an empirical study, since this will provide the literature with evidence 
regarding the impact of adopting these standards on many issues, such as 
financial ratio, performances, and compliance.   
6. Investigate whether the IFRS for SMEs fulfil the users’ needs for financial 
information by exploring users’ perspectives based on disclosure 
requirements. This will assist in establishing the success of the new 
standards, and in prescribing additional efforts from the IASB if necessary to 
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introduce amendments, or develop another set of financial reporting 
standards for these entities. 
7. Examine the effects of applying the IFRS for SMEs on the consolidation of 
financial statements based on the opinions of the financial managers of listed 
companies, as they are more familiar with these statements.   
8. Undertake studies in other developing countries to gain comparative insights 
regarding the suitability and the impact of the IFRS for SMEs, as those 
countries’ may implement different accounting standards.  
 
      7.10 Final Comment 
 
This study was conducted with the overarching aim of improving accounting and 
auditing practice in small to medium-sized enterprises in Jordan. These 
enterprises make up the majority of trade for the country and as such are 
important economic contributors. With improvements to their reporting of 
financial information, there is a very good chance of greater finance being made 
available to SMEs for their development, and consequently, there is a good 
opportunity for the national advancement of Jordan. It is believed that the 
information gathered from those who are actually involved with SMEs and with 
their reporting practice will be of value to the nation. 
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Appendices  
 
Appendix (A): Differences between full IFRS and IFRS for SMEs  
 
Table (1): main differences between IFRS for SMEs and full IFRS regarding the 
presentation. 
Topic  IFRS for SMEs Full IFRS  References 
Numbers of 
comparative 
periods 
included in 
the statement 
of financial 
position 
Includes only one 
comparative period in 
the statements of 
financial position. 
Includes two 
comparative periods in 
the statements of 
financial position. 
[ IAS 1.10 ] 
(Mackenzie et 
al., 2011, IASB, 
2012a) 
Exemption 
from 
preparing  
consolidated 
financial 
statements 
Available if there is only 
one subsidiary acquired 
with the intention of sale 
within a year. 
[IFRS for SMEs. 9] 
Not available under full 
IFRS. 
 
(Mackenzie et 
al., 2011, IASB, 
2009c) 
 
Assets held 
for sales and 
disposable 
groups 
Assets held for sales and 
disposable groups are 
not included in separate 
section in the statements 
of financial position as 
assets held for sales is 
not covered in this IFRS. 
[Basic for Conclusion 
BC118-119] 
Presented in a 
separate section in the 
statements of financial 
position. 
[ IFRS 5] 
(Vasek, 2011, 
Mackenzie et 
al., 2011, 
Deloitte, 2009a, 
IASB, 2012b, 
IASB, 2009e, 
PWC, 2009) 
 
 
 
 
The different 
dates for 
presenting 
Could be more than 
three months. 
[IFRS for SMEs 9.16] 
Must not exceed three 
months. 
[ IAS 27R.22-23] 
(Mackenzie et 
al., 2011, PWC, 
2009, IASB, 
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financial 
statements 
between 
subsidiary 
and parent 
2012a, IASB, 
2009c) 
Whether a 
combined 
statement of 
income and 
retained 
earnings is 
permitted or 
not 
Permitted If only 
the change in 
equity throughout 
the financial year 
was caused by 
profit or loss, 
payment of 
dividends, 
correction of prior 
period errors or 
changes in 
accounting 
Policy. 
[IFRS for SMEs 
3.17-3.18 and 6.4-
6.5] 
Not permitted 
 
(Vasek, 2011, 
Mackenzie et 
al., 2011, IASB, 
2009c, PWC, 
2009) 
 
Reporting 
cash flow 
from 
operating, 
investing and 
financing 
activities 
Reported separately in 
gross. 
[IFRS for SMEs 7.7,7.10 
and 7.18-7.19] 
 
Same as IFRS for 
SMEs but allows some 
cash flow to be 
presented according to 
net basis. Furthermore 
full IFRS encourages 
the direct method to 
report the cash flow 
from operating. 
[IAS 7.18-7.20, 7.22] 
(IASB, 
2009c, 
IASB, 
2012a, 
PWC, 
2009) 
 
Investment 
property that 
Not required to 
disclose the fair 
Required to disclose 
the fair value unless it 
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is accounted 
as PPE 
value of that 
property 
cannot be determined 
reliably. 
(Mackenzie et 
al., 2011, 
KPMG, 2010) 
Disclosing 
the 
accounting 
policy 
pertaining to 
government 
grant 
Not required to be 
disclosed 
Disclosure is required 
 (Mackenzie et 
al., 2011) 
Disclosing 
leases 
Not required to be 
under financial 
instruments. 
Must be under IFRS 7 
Financial Instrument: 
disclosure. 
(Mackenzie et 
al., 2011) 
Disclosure 
regarding the 
effect of 
changing in 
standards 
that had been 
issued but 
had not been 
effective yet 
Not required Required 
 
 
 
 
(Mackenzie et 
al., 2011) 
Dividends 
declared after 
the end of 
reporting 
period 
Not recognised as a 
liability, but the amount 
of these dividends could 
be presented separately 
in retained earnings. 
Neither recognised as 
a liability nor the 
amount of these 
dividends could be 
presented separately in 
retained earnings 
 
(Ernst & 
Young, 
2010) 
Source: Compiled by the author from various sources as indicated in the 
reference Column.   
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Table (2): differences between IFRS for SMEs and full IFRS regarding the 
simplification of options, measurements and recognitions. 
Topic  IFRS for SMEs Full IFRS  References 
Joint venture, associate and business combination.  
Business 
combinations 
Uses the acquisition 
method by using cost 
approach-attributable 
costs capitalised for 
business 
combinations 
(purchase method, 
cost allocation 
model). 
[IFRS for SMEs 
19.11] 
 
Fair value exchange 
approach – 
attributable costs are 
expensed (revised 
acquisition method 
based on fair value. 
[IFRS 3R.37, 3R.42, 
3R.53] 
 
(Vasek, 2011, 
Seifert and 
Lindberg, 2010, 
Chartered 
Accountants 
Ireland, 2010, 
IASB, 2009c, 
IASB, 2012b, 
Deloitte, 
2010a) 
 
Goodwill and other 
indefinite-life 
intangible assets. 
Amortises the 
goodwill and other 
indefinite-life 
intangible assets over 
10 years and to test 
the impairment only 
when there is an 
indication of 
impairment instead of 
testing the impairment 
annually. And the full 
goodwill method is 
not applied.  
[IFRS for SMEs 27, 
19.22-19.23] 
 
Subject to impairment 
test rather than 
amortising. The full 
goodwill method might 
be applied 
[IAS  36, 38 
3R.32, 36.9-10] 
 
(Jermakowicz 
and Epstein, 
2010, Christie 
et al., 2010, 
Seifert and 
Lindberg, 2010, 
Vasek, 2011, 
McQuaid, 
2009, Veronica 
and Ionel, 
2010, 
Chartered 
Accountants 
Ireland, 2010, 
Deloitte, 
2009a, IASB, 
2009c, IASB, 
2012a, PWC, 
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2009, Deloitte, 
2010a) 
 
 
Contingent 
consideration for 
business 
combination 
Involved as a part of 
acquisition costs 
providing that this 
consideration is likely 
to be paid as well as 
fair value can be 
reliably determined. 
Recognised 
regardless of the 
probability of payment 
occurrence.  
[IFRS 3] 
 
(Vasek, 2011, 
IASB, 2012b, 
PWC, 2009) 
 
Contingent 
consideration 
adjustment outside 
of the 
measurement 
period. 
Against goodwill  To profit and loss or 
other comprehensive 
income.  
 
(Chartered 
Accountants 
Ireland, 
2010)(Deloitte, 
2010a) 
Contingent liability Recognised only if the 
fair value can be 
measured reliably 
Recognised when 
meeting the definition 
in the framework for 
the preparation and 
presentation of 
financial statements 
without requiring the 
reliability 
measurement as 
stated in IFRS for 
SMEs 
(Deloitte, 
2010a, Ernst & 
Young, 2010) 
Acquisition cost Included in both 
purchase 
consideration and 
goodwill.  
Recognised as 
expense.  
(Deloitte, 
2010a, 
Mackenzie et 
al., 2011) 
Transaction cost of 
business 
Included in acquisition 
cost, capitalised.   
Not included and 
recognised as 
(Vasek, 2011, 
Mackenzie et 
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combination expense. 
[IFRS 3] 
al., 2011, IASB, 
2012b) 
 
Retained interest 
after disposal (loss 
of control) of 
subsidiary 
Measuring at the 
carrying amount at 
the point of disposal.  
Measuring at fair 
value  
 
(Mackenzie et 
al., 2011) 
Accounting for non-
controlling interest 
IFRS for SMEs does 
not give an option to 
measure non-
controlling interest at 
fair value at the date 
of acquisition. 
[IFRS for SMEs 9] 
Gives an option for 
non-controlling 
interest to be 
measured at fair value 
at the date of 
acquisition. 
[IFRS 3R. 118] 
 
 
(Mackenzie et 
al., 2011, IASB, 
2009c, IASB, 
2012b) 
Joint venture Uses the cost or 
equity method of 
accounting for joint 
venture unless there 
is a published price 
quotation (in this 
case, fair value 
through profit or loss 
will be used) where 
the proportionate 
consolidated method 
is disallowed. 
[IFRS for SMEs 15.9] 
The cost and fair 
value models are not 
permitted under full 
IFRS (only permitted 
in separate financial 
statements, which use 
only the equity 
method or 
proportionate 
consolidation 
method). 
 
 [IAS 31.2, 31.30] 
(Christie and 
Brozovsky, 
2010, 
Jermakowicz 
and Epstein, 
2010, 
McQuaid, 
2009, Veronica 
and Ionel, 
2010, 
Mackenzie et 
al., 2011, 
Deloitte, 
2009a, IASB, 
2009c, IASB, 
2012a, PWC, 
2009) 
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Associate Uses cost or equity 
method of accounting 
for associate unless 
there is a published 
price quotation (in this 
case fair value 
through profit or loss 
will be used). 
[IFRS for SMEs 14.4] 
[Basic for Conclusion 
BC115-117] 
 
The cost method is 
not permitted under 
full IFRS which uses 
only the equity model 
except when 
investments are 
classified as held for 
sale use IFRS 5 (75)  
(the cost and  fair 
value are permitted in 
a separate financial 
statement). [IAS 
28.13, 28.35] 
(Jermakowicz 
and Epstein, 
2010, 
Mackenzie et 
al., 2011, 
Deloitte, 
2009a, PWC, 
2009, IASB, 
2009c, IASB, 
2009e, IASB, 
2012a) 
 
 
 
Transaction costs 
of associate  
Included when 
implementing equity 
method. 
Section: 14.8 
There is no 
requirement to include 
transaction cost, 
where it could be 
expense or included 
in investment cost as 
the choice is based on 
the accounting policy 
implemented in the 
entity. [IAS 28.11, 
25.23, 28.29, 28.30] 
(Mackenzie et 
al., 2011, 
PWC, 2009) 
When losing the 
significant influence 
for any reason that 
is not pertaining to 
disposal of 
investment. 
Investments’ carrying 
amount is the cost for 
recognition.  
Fair value is the initial 
measurement for 
financial instrument.  
(Mackenzie et 
al., 2011) 
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Goodwill under 
equity method of 
associate 
Subject to 
amortisation and 
treated separately.  
Included in the 
investments’ carrying 
amount and not 
subject to 
amortisation. 
(Mackenzie et 
al., 2011) 
Elements make up the financial position statement 
Classification of 
financial 
instruments 
Divided into two 
categories which are: 
3. Basic financial 
instruments 
such as simple 
payables and 
receivables. 
4. More complex 
financial 
instruments or 
other financial 
instruments 
such as 
hedging 
instruments or 
commitments 
to make a loan 
to another 
entity. 
 
The available-for-sale 
and held-to-maturity 
categories according 
to IAS 39 are not 
available under IFRS 
for SMEs. 
[IFRS for SMEs 11.1, 
12.1] 
According to IAS 39, 
‘Financial instruments 
fall into four 
categories which are: 
1. Financial 
assets or 
liabilities 
2. Held-to-
maturity 
investments 
3. Loans and 
receivables 
4. Available-for-
sale financial 
assets. 
[IAS 39.9] 
(Christie and 
Brozovsky, 
2010, 
Jermakowicz 
and Epstein, 
2010, Seifert 
and Lindberg, 
2010, IASB, 
2009c, IASB, 
2009e, IASB, 
2012a, PWC, 
2009) 
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[Basic for Conclusion 
BC101a] 
 
 
Initial measurement 
of financial 
instruments 
Basic financial 
instruments are 
measured at 
transaction price. 
However, if any 
financial arrangement 
exists, the present 
value of future cash 
flow which is 
discounted at a 
market price will be 
used. 
The more complex 
financial instrument is 
measured at fair 
value. However, if the 
fair value of equity 
instruments cannot be 
measured reliably, 
financial instruments 
will be measured at 
cost. 
[IFRS for SMEs 
11.13, 12.7] 
 
 
 
 
According to IFRS 
39.43, IAS 39 (AG64-
65) all financial 
instruments are 
measured at fair 
value. However, if the 
fair value of equity 
instruments cannot be 
measured reliably, 
financial instruments 
will be measured at 
cost. 
 
 
 
 
 
(Mackenzie et 
al., 2011, IASB, 
2009c, PWC, 
2009, IASB, 
2012a) 
Subsequent 
measurement of 
Basic instruments 
measured at 
According to IAS 39 
(IAS 46-47, 39.66), 
(McQuaid, 
2009, Seifert 
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financial 
instruments 
amortised cost by 
using the effective 
interest method for all 
debt instruments 
unless the 
arrangement 
constitutes a 
financing transaction. 
In this case, it will be 
measured at present 
value of future cash 
flow discounted at a 
market rate, While 
loan commitment is 
measured at cost less 
impairment. The 
equity instruments are 
measured at fair 
value through profit 
and loss unless the 
fair value cannot be 
reliably measured, in 
this case, equity 
instruments will be 
measured at cost less 
impairment. 
Regarding the more 
complex instruments, 
the fair value is used 
unless the fair value 
cannot be reliably 
measured for equity 
instruments. In this 
case, equity 
financial instruments 
that are held for 
trading are measured 
at fair value through 
profit or loss. In 
addition, held-to-
maturity instruments 
and loans and 
receivables are 
measured at 
amortised cost. 
Available-for-sale 
instruments are 
measured at fair value 
through equity, while 
equity instruments 
that its fair value 
cannot be determined 
reliably, are measured 
at cost less 
impairment. However, 
loan commitments are 
not included in [IAS 
39] 
 
and Lindberg, 
2010, 
Chartered 
Accountants 
Ireland, 2010, 
IASB, 2009c, 
IASB, 2012a, 
PWC, 2009) 
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instruments will be 
measured at cost less 
impairment. 
[IFRS for SMEs 
11.14, 12.8] 
 
Financial 
instruments 
measured 
at cost less 
impairment 
The impairment loss 
is the difference 
between carrying 
amount and amount 
received if assets 
were to be sold. 
[IFRS for SMEs 
11.25b] 
 
 
According to (IAS 
39.66), the 
impairment loss is the 
difference between 
the carrying amount of 
the financial asset and 
the present value of 
estimated future cash 
flows discounted at a 
market rate for alike 
financial assets. 
 
(IASB, 2009c, 
IASB, 2012a, 
PWC, 2009) 
 
 
Derecognition of 
financial assets 
Creates a clear 
pattern of principles 
for derecognition 
where financial assets 
would be 
derecognised if only : 
1. The right of 
receiving cash flow 
from assets has 
expired or been 
settled. 
2. All risk and 
rewards of financial 
assets’ ownership 
has been 
transferred. Or on 
IAS 39 is similar to 
IFRS for SMEs; on 
the other hand, [IAS 
39. (17-39.37)] 
includes other 
directions that rely on 
“pass through” and 
“continuing 
involvement” in 
addition to some other 
aspects pertaining to 
the transfer of 
financial assets. 
 
(IASB, 2009c, 
IASB, 2009e, 
IASB, 2012a, 
PWC, 2009) 
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other hand, the 
control of such 
assets has been 
transferred to 
another party. 
[IFRS for SMEs 
11.33] 
[Basic for Conclusion 
BC101b] 
 
 
Hedge 
accounting that is 
permitted 
according to the 
kinds of risk 
Restricted to hedging 
for only the following 
categories of risk: 
1. An interest rate 
risk of a debt 
instrument 
measured at 
amortised cost. 
2. A foreign 
exchange or 
interest rate 
risk in a firm 
commitment or 
a highly 
probable 
forecast 
transaction. 
3. A foreign 
exchange risk 
in a net 
investment in a 
foreign 
operation. 
IAS 39.86 allows 
three kinds of hedging 
relationship which are 
cash flow hedges, fair 
value hedges and net 
investment in a 
foreign operation 
hedge. 
A broader range of 
risks and portfolio 
hedge are permitted 
under IAS 39.  
 
(IASB, 2009c, 
IASB, 2009e, 
IASB, 2012a, 
PWC, 2009) 
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4. A price risk for 
commodity that 
it holds, or in a 
firm 
commitment, 
or a highly 
probable 
forecast 
transaction to 
purchase or 
sell a 
transaction. 
Portfolio hedging is 
not permitted under 
IFRS for SMEs. 
[IFRS for SMEs 
12.17] 
[Basic for Conclusion 
BC101c] 
 
Deferral of actuarial 
gain and losses of 
defined benefit 
pension plan 
Disallows the deferral 
of actuarial gain and 
losses of defined 
benefit pension plan 
as they must be 
recognised 
immediately in full 
either in profit and 
loss or other 
comprehensive 
income. 
[IFRS for SMEs 
28.24] 
[Basic for Conclusion 
Allowed under full 
IFRS. 
[IAS 19.92-19.93D] 
(Christie and 
Brozovsky, 
2010, 
Jermakowicz 
and Epstein, 
2010, 
McQuaid, 
2009, Veronica 
and Ionel, 
2010, 
Mackenzie et 
al., 2011, 
Deloitte, 
2009a, IASB, 
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BC126-127] 
 
2009c, IASB, 
2009e, IASB, 
2012a, PWC, 
2009, 
Chartered 
Accountants 
Ireland, 2010) 
 
 
 
 
Use of   projected 
unit credit method 
for defined benefit 
obligations and 
related expenses 
Makes use of the   
projected unit credit 
method optional with 
no specific steps that 
measure the defined 
benefit obligations 
and related expenses. 
[IFRS for SMEs 
28.18-28.20] 
[Basic for Conclusion 
BC125] 
 
 
 
Opposite to IFRS for 
SMEs. 
[IAS 19.64-19.65] 
 
(Jermakowicz 
and Epstein, 
2010, 
McQuaid, 
2009, Veronica 
and Ionel, 
2010, IASB, 
2009c, IASB, 
2009e, IASB, 
2012a, PWC, 
2009) 
 
Employees’ 
benefits 
Disallows the 
distinctions between 
current and past cost 
regarding employees 
benefits (past 
services cost 
recognised 
immediately in profit 
or loss as the current 
Where under full IFRS 
past services costs 
are spread over the 
vesting period. 
[IAS 19.96] 
 
 
(Jermakowicz 
and Epstein, 
2010, Veronica 
and Ionel, 
2010, Christie 
et al., 2010, 
IASB, 2009c, 
IASB, 2009e, 
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one). 
[IFRS for SMEs 
28.16,28.2, 28.25 (e)] 
[Basic for Conclusion 
BC128] 
 
IASB, 2012a, 
PWC, 2009) 
 
 
Discounting for 
defined contribution 
benefit  
Not required Required (Mackenzie et 
al., 2011) 
Share based 
payment 
Treats the share 
based payments as a 
cash- settled share 
based payment 
(except if the 
company has a past 
practice of settling by 
using equity 
instrument or the 
option to settle in 
cash has no 
commercial 
substances). 
[IFRS for SMEs 
26.15] 
 [Basic for Conclusion 
BC131] 
 
 
Treatment under full 
IFRS akin to 
compound 
instruments. 
[IFRS2] 
 
(Christie and 
Brozovsky, 
2010, 
McQuaid, 
2009, IASB, 
2009c, IASB, 
2009e, IASB, 
2012b) 
 
 
Exemptions for 
transactions related 
to combination or 
acquiring goods or 
services under a 
contract. 
Not provided Provided, could be 
settled in net in cash 
or another financial 
instruments. 
IFRS 3 (Business 
combination) 
(Mackenzie et 
al., 2011) 
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Investment 
property 
Measures the 
investment property 
according to 
circumstances rather 
than give them the 
choice of using cost 
or fair value model. 
Using the fair value 
through profit or loss 
only if the fair value 
can be measured 
without undue cost or 
effort, otherwise, the 
cost-depreciation-
impairment method is 
allowed. 
[IFRS for SMEs 16.7-
16.8] 
[Basic for Conclusion 
BC133] 
 
Measures the 
investment property 
by giving a choice of 
using cost or fair 
value model. 
[IAS 40.30] 
 
(Jermakowicz 
and Epstein, 
2010, Vasek, 
2011, 
McQuaid, 
2009, Veronica 
and Ionel, 
2010, 
Mackenzie et 
al., 2011, 
Deloitte, 
2009a, 
Chartered 
Accountants 
Ireland, 2010, 
IASB, 2009c, 
IASB, 2009e, 
IASB, 2012b, 
PWC, 2009, 
KPMG, 2010, 
Ernst & Young, 
2010) 
 
 
 
Mixed-use property  Divided between 
investment property 
and PPE, providing 
that it is without 
incurring undue cost 
or efforts. 
Accounted separately 
if either might be sold 
or leased under 
financial lease.  
(Mackenzie et 
al., 2011) 
When the residual 
value of investment 
property cannot be 
Accounted as PPE, 
that should be 
estimated and taken 
Accounted as PPE, 
that should be 
considered to be zero. 
(Mackenzie et 
al., 2011) 
367 
 
determined reliably 
without incurring 
cost and effort  
into account when 
depreciated. 
Property, plant, 
equipment and  
Uses the cost model. 
[IFRS for SMEs 
17.15] 
 
Uses revaluation 
model or cost model. 
[IAS 16.29-16.31] 
 
(Christie and 
Brozovsky, 
2010, 
Jermakowicz 
and Epstein, 
2010, 
McQuaid, 
2009, Seifert 
and Lindberg, 
2010, Eierle 
and Haller, 
2009, Deloitte, 
2009a, 
Chartered 
Accountants 
Ireland, 2010, 
IASB, 2009c, 
IASB, 2012a, 
PWC, 2009) 
 
 
Assets that are 
depreciated 
separately  
Assets with different 
patterns of expected 
economic benefits 
consumption.  
Assets with significant 
cost compared to total 
assets  
(PWC, 2009, 
Deloitte, 
2010a) 
The length of 
intangible assets 
useful life  
Presumed to be ten 
years 
Not specified   
(Jermakowicz 
and Epstein, 
2010, 
Mackenzie et 
al., 2011, 
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PWC, 2009) 
 
Useful life of 
intangible assets  
Considered as finite Could be either finite 
or infinite  
(KPMG, 2010, 
PWC, 2009) 
Useful life of 
contractual or other 
legal right 
Must not be more 
than the contractual 
or legal right period. 
Section: 18.19 
Similar except the 
renewal period might 
be applied under 
specific 
circumstances. [IAS, 
38.88 38.94]  
(PWC, 2009) 
Other than goodwill 
indefinite-life 
intangible assets 
Not applicable as all 
intangible assets 
under IFRS for SMEs 
are presumed to have 
a finite life and 
amortised over 10 
years and to test the 
impairment only when 
there is an indication 
of impairment instead 
of testing the 
impairment annually. 
Subject to impairment 
test rather than 
amortising. 
(Jermakowicz 
and Epstein, 
2010, Christie 
et al., 2010, 
Seifert and 
Lindberg, 2010, 
Vasek, 2011, 
McQuaid, 
2009, Veronica 
and Ionel, 
2010, 
Chartered 
Accountants 
Ireland, 2010, 
Deloitte, 
2009a, IASB, 
2009c, IASB, 
2012a, PWC, 
2009, Deloitte, 
2010a, Ernst & 
Young, 2010, 
KPMG, 2010) 
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Intangible assets Uses the cost model. Uses revaluation 
model or cost model. 
 
(Vasek, 2011, 
McQuaid, 
2009, Eierle 
and Haller, 
2009, Deloitte, 
2009a, PWC, 
2009) 
 
 
 
Annual review of 
useful life, residual 
value and 
depreciation and 
amortisation 
methods 
Not required unless 
there is an indication 
of substantial 
variations between 
current and last 
annual report.  
[IFRS for SMEs 
17.16-17.19, 18.24] 
[Basic for Conclusion 
BC136] 
 
IAS16 and IAS38 
require this review at 
least once every 
financial year. 
[IAS 38.97 38.100 
38.104] 
(Christie and 
Brozovsky, 
2010, 
McQuaid, 
2009, Veronica 
and Ionel, 
2010, IASB, 
2009c, IASB, 
2009e, IASB, 
2012a, PWC, 
2009) 
 
 
Cost of intangible 
assets acquired in 
government grant 
Measures at fair 
value. 
IFRS for SMEs 
section : 18 
 
Gives the choice of 
measuring at either 
fair value or nominal 
value 
[IAS:20] 
 
(Mackenzie et 
al., 2011, Ernst 
& Young, 2010) 
 
Intangible assets 
acquired in 
business 
combination 
Recognised only 
where the fair value 
can be determined 
reliably. 
The real 
measurement and 
determination of fair 
value is presumed.  
(Mackenzie et 
al., 2011) 
Assessment of Must be reviewed Not required  (Mackenzie et 
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leased assets’ 
impairment 
every reporting date  al., 2011, IASB, 
2009c) 
Recognition of the 
cost incurred by 
manufacturer or 
dealer lessors 
regarding 
arrangement or 
negotiation of lease  
As expense  Capitalised (Mackenzie et 
al., 2011) 
Operating lease 
payment when 
payments have 
been organised to 
rise in line with 
anticipated inflation 
Not recognised in 
straight line method. 
No exemption has 
been provided.  
(Mackenzie et 
al., 2011, 
PWC, 2009, 
KPMG, 2010, 
Ernst & Young, 
2010, Deloitte, 
2010a) 
Onerous contract in 
the lease 
Excluded  Included  (Deloitte, 
2010a, 
Mackenzie et 
al., 2011) 
Using the fair value 
in accounting for 
agriculture 
recognition 
and 
measurement of 
agriculture 
Measures biological 
assets at fair value 
less cost to sell 
providing that the fair 
value is readily and 
reliably measured 
without undue cost or 
effort. Otherwise,   the 
entity uses the cost, 
less any accumulated 
depreciation and any 
accumulated 
impairment losses, 
instead of fair value. 
Similar to IFRS for 
SMEs except the 
cases where fair value 
cannot be measured 
reliably. In such cases 
biological assets are 
Measured at cost. 
IAS41 presume that 
fair value can be 
reliably measured. 
 
[IAS 41] 
(Jermakowicz 
and Epstein, 
2010, 
McQuaid, 
2009, Veronica 
and Ionel, 
2010, Christie 
et al., 2010, 
IASB, 2009c, 
IASB, 2009e, 
IASB, 2012a, 
PWC, 2009) 
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The operations of 
agriculture that result 
in harvest of 
biological assets will 
be measured at fair 
value less estimated 
costs to sell at the 
time in which the 
harvest is produced. 
Any gain or losses 
due to the change in 
fair value is 
recognised through  
Profit and loss of the 
period. Therefore, 
IFRS for SMEs tends 
to reduce the use of 
fair value through 
profit or loss for 
agriculture, 
especially, when fair 
value cannot be 
determined without 
undue cost or effort. 
[IFRS for SMEs 34] 
[Basic for Conclusion 
BC124] 
 
 
Exploration 
expenditure in 
extractive industry 
Recognised as 
acquisition or 
development of 
tangible or intangible 
assets by 
Measured at cost as 
full IFRS determines 
several kinds of 
expenditure to be as 
assets, by applying 
(Ernst & 
Young, 2010, 
KPMG, 2010, 
PWC, 2009) 
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implementing section 
17 and 18  
IFRS 6.8-6.9. Also 
developing an 
accounting policy 
option is given under 
IFRS 6, without 
referring to IAS 8: 
Accounting Policy, 
Change in Accounting 
Estimates and Errors. 
Using the most 
recent purchase 
price to 
approximate the 
cost of inventories 
Allowed Not allowed, unless 
the differences is 
immaterial when 
comparing to this 
method 
(KPMG, 2010) 
When net assets of 
an entity is more 
than its market 
capitalisation 
Not considered as an 
indicator for 
impairment 
considered as an 
indicator for 
impairment 
IAS36.12 
(PWC, 2009) 
Elements make up the statements of income and other comprehensive income  
Research and 
development cost 
Recognises the 
research and 
development cost as 
expenses when 
incurred. 
[IFRS for SMEs 
18.14] 
[Basic for Conclusion 
BC113-114] 
 
Capitalises the 
development cost. 
[IAS 38] 
 
(Christie and 
Brozovsky, 
2010, 
Jermakowicz 
and Epstein, 
2010, Eierle 
and Haller, 
2009, Vasek, 
2011, 
McQuaid, 
2009, Veronica 
and Ionel, 
2010, Deloitte, 
2009a, 
Chartered 
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Accountants 
Ireland, 2010, 
IASB, 2009c, 
IASB, 2009e, 
IASB, 2012a, 
PWC, 2009) 
 
 
Borrowing cost Recognises the 
borrowing cost as 
expenses. 
[IFRS for SMEs 25.2] 
[Basic for Conclusion 
BC120] 
 
Capitalises the 
borrowing cost. 
[IAS 23R.5, 23R.8] 
 
(Jermakowicz 
and Epstein, 
2010, Veronica 
and Ionel, 
2010, Christie 
et al., 2010, 
Deloitte, 
2009a, 
Chartered 
Accountants 
Ireland, 2010, 
IASB, 2009c, 
IASB, 2009e, 
IASB, 2012a, 
PWC, 2009) 
 
 
Exchange 
differences in 
monetary items 
that form part of a 
net investment in 
the foreign 
operation 
Recognises the 
exchange differences 
in monetary items 
(that form a part in 
foreign operating in 
consolidated 
statements) in other 
comprehensive 
income. 
Reclassifies the 
exchange differences 
in monetary form 
equity (other 
comprehensive 
income) to items in 
profit or loss on 
disposal of the 
investment. 
(Jermakowicz 
and Epstein, 
2010, 
McQuaid, 
2009, 
Mackenzie et 
al., 2011, IASB, 
2009c, IASB, 
2009e, PWC, 
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[IFRS for SMEs 
30.10, 30.12-31.13] 
[Basic for Conclusion 
BC123] 
 
 
[IAS 21.28, 30, 32] 
 
2009) 
 
 
Government grants Accounting model 
based on future 
performance.  
The recognition of 
government grants is 
based on the form of 
the grant which can 
be summarised as 
follows: 
1- When there is 
no determined 
future 
performance 
imposed by 
grants, it will 
be recognised 
in the income 
once its 
proceeds are 
receivable. 
2- When there is 
a determined 
future 
performance 
imposed by 
grants, it will 
be recognised 
in income once 
Accounting model 
based on whether this 
grant is related to 
expenses and assets.  
Two options are 
available which are 
the capital approach 
and the income 
approach. Therefore 
the presentation and 
accounting treatments 
will be unalike.  
There are two 
conditions to 
recognise grants as 
revenue which are: 
the companies act 
upon and fulfil the 
grants’ conditions; the 
government’s grant 
becomes account 
receivable. 
The grants which are 
recognised and 
presented in the 
statements of 
comprehensive 
income must be 
(Jermakowicz 
and Epstein, 
2010, Veronica 
and Ionel, 
2010, Deloitte, 
2009a, IASB, 
2009c, IASB, 
2009e, IASB, 
2012a, PWC, 
2009) 
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the 
performance 
conditions to 
receive the 
grant are met. 
 
3- If grant has 
been received 
before the 
income 
recognition 
criteria are 
fulfilled, it is 
recognised as 
a liability and 
forwarded to 
income once 
all required 
conditions 
have been 
met. 
 
[IFRS for SMEs 24.4-
24.5] 
[Basic for Conclusion 
BC134] 
 
matched with related 
expenses derived 
from those grants as 
those grants are not 
credited directly to 
shareholders’ interest. 
 
[IAS 20.7, 20.12] 
 
Deducting the grant 
from the carrying 
amount of related 
assets 
Not deducted Might be deducted (Mackenzie et 
al., 2011, 
KPMG, 2010, 
Deloitte, 
2010a) 
 
Issues that are not Not allowed to refer to Allowed to refer to (Deloitte, 
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addressed in 
standards. 
another standards-
setting body. 
Management may 
refer to the guidance 
in full IFRS 10.4-10.6   
another standards-
setting body. IAS 
8.10-8.12 
2010a, Ernst & 
Young, 2010, 
Mackenzie et 
al., 2011, 
PWC, 2009) 
Source: Compiled by the author from various sources as indicated in the reference 
Column. 
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Appendix (B): Managers’ questionnaire. 
 
 
Cover sheet 
Dear Financial Manager,  
I am currently engaged in research for PhD at Liverpool John Moores University and 
conducting an investigation study into international financial reporting standards for small and 
medium size enterprises (IFRS for SMEs) in Jordan. 
This research will enhance the accounting practices by testing the applicability and the usefulness of 
IFRS for SMEs that has been issued by IASB in 2009. This aim can be achieved by presenting the 
advantage and disadvantage of current accounting regime compare to IFRS for SMEs in order to 
decide whether to apply IFRS for SMEs that could eliminate or at least mitigate any existing 
problems or to continue with the current accounting regime.   
I would be grateful if you could support me to carry out my research by completing the 
attached questionnaire. Your responses are important in enabling me to obtain as full an 
understanding as possible of this topic. 
The questionnaire should take you about fifteen to twenty minutes to complete. Please note 
that answering this questionnaire is voluntary. Please answer the questions in spaces 
provided and in sequent order, if you wish to add further comment, please feel free to do so. 
The information you provide will be treated in strictest confidence. You will notice that you 
are not asked to include your name or address on questionnaire. 
I hope you will find completing the questionnaire enjoyable, and thank you for taking the 
time to help us. If you have any queries or would like further information about the study, 
please telephone me on 0797917971 or email me at M.S.Altarawneh@2011.ljmu.ac.uk. 
Thank you for your help 
Kind regards  
PhD Student: Mohammad Altarawneh 
Liverpool John Moores University, Business School 
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Please tick ✓ in the appropriate box unless otherwise stated
 
1- What level of knowledge or experience do you have of full IFRS? 
 good 
 reasonable  
 slight 
  
 
2- How long is your experience in small and medium sized enterprises? 
 1 to 3 years 
 3 to six years 
 6 to 9 years 
 over 9 years  
  
 
3- What is the economic sector of your enterprise? 
 Manufacturing  
 Trade 
 Agriculture 
 Construction 
 Services  
 
4- What is the legal form of your enterprise? 
 Limited Liability Company 
 General Partnership Company 
 Limited Partnership Company 
 Civil Company 
 Private shareholder Company 
 
 
5-  Does your enterprise adopt the International Financial Reporting Standards (full IFRS) 
 Yes  
  No 
If no, would you please in brief explain why? 
...................................................................................................................................
  
6- How many employees does your enterprise have? 
 From 1 to 9 
 From 10 to 49 
 From 50 to 249 
 Above 250 
 
 
 
7- What is the range of your enterprise's annual turnover? 
 From 1 JD to 1,810,000 JD 
 From 1,810,001 JD to 9,050,000 JD 
 From 9,050,001 JD to 45,250,000 JD 
 More than 45,250,000 JD 
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8- What is the range of your enterprise's total assets? 
 From 1 JD to 1,810,000 JD 
 From 1,810,001 JD to 9,050,000 JD 
 From 9,050,001 JD to 38,915,000 JD 
 More than 38,915,000 JD
 
9- Are you one of the owner of this company? 
 Yes 
 No 
 
 
10- How often do the following users use your enterprise's financial information? 
 
Group of users 
N
ev
er
 
R
a
re
ly
 
S
o
m
et
im
e 
O
ft
en
 
V
er
y
 o
ft
en
 
Im
p
o
ss
ib
le
 t
o
 
sa
y
 
Banks  and 
creditors 
□ □ □ □ □ □ 
Suppliers □ □ □ □ □ □ 
Financial analysts □ □ □ □ □ □ 
Managers  □ □ □ □ □ □ 
Customers □ □ □ □ □ □ 
Public authorities □ □ □ □ □ □ 
Individual investors □ □ □ □ □ □ 
Employees  □ □ □ □ □ □ 
Credit agencies □ □ □ □ □ □ 
Institutional 
investors  
□ □ □ □ □ □ 
shareholders □ □ □ □ □ □ 
 
 
11- How far are the following types of problems applicable (pertaining to accounting information) to 
your enterprise?  
Type of Problems 
N
o
  
a
p
p
li
ca
b
il
it
y
 
L
o
w
  
a
p
p
li
ca
b
il
it
y
 
M
o
d
er
a
te
 
a
p
p
li
ca
b
il
it
y
 
H
ig
h
 
a
p
p
li
ca
b
il
it
y
 
V
er
y
 h
ig
h
  
a
p
p
li
ca
b
il
it
y
 
Im
p
o
ss
ib
le
 
to
 s
a
y
 
Lack of expertise and qualified employees in accounting □ □ □ □ □ □ 
Lack of knowledge of IFRS  □ □ □ □ □ □ 
High bookkeeping cost □ □ □ □ □ □ 
High audit fees  □ □ □ □ □ □ 
Weakness of accounting system in safeguarding assets 
or obtaining good control 
□ □ □ □ □ □ 
Inappropriate decisions due to the complexity of 
financial information presented 
 
□ □ □ □ □ □ 
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Type of Problems 
N
o
  
a
p
p
li
ca
b
il
it
y
 
L
o
w
  
a
p
p
li
ca
b
il
it
y
 
M
o
d
er
a
te
 
a
p
p
li
ca
b
il
it
y
 
H
ig
h
 
a
p
p
li
ca
b
il
it
y
 
V
er
y
 h
ig
h
  
a
p
p
li
ca
b
il
it
y
 
Im
p
o
ss
ib
le
 t
o
 
sa
y
 
High amount of disclosure is required  □ □ □ □ □ □ 
Complex measurements of full IFRS □ □ □ □ □ □ 
Complex recognitions of full IFRS □ □ □ □ □ □ 
Financial information does not meet the users' needs in 
the financial statements 
□ □ □ □ □ □ 
Tax estimation problems  □ □ □ □ □ □ 
Difficulty in making wise decisions because of lack of 
appropriate financial information                                 
□ □ □ □ □ □ 
The high amount of time to prepare financial reports □ □ □ □ □ □ 
The heavy effort to prepare financial reports □ □ □ □ □ □ 
High cost to prepare financial reports □ □ □ □ □ □ 
Comparisons of financial position of same size 
enterprises domestically are very hard 
□ □ □ □ □ □ 
Comparisons of financial position of same size 
enterprises abroad are very hard. 
□ □ □ □ □ □ 
Exposure of critical information of entity to competitors 
due to high disclosure requirements 
□ □ □ □ □ □ 
The barriers regarding appropriate sources of finance 
because of the irrelevant financial information 
presented.   
□ □ □ □ □ □ 
 
12- IFRS for SMEs does not include the topics below, how relevant are these topics to your 
enterprise? 
  
Topics 
N
o
 
re
le
v
a
n
ce
 
L
o
w
  
re
le
v
a
n
ce
 
M
o
d
er
a
te
 
re
le
v
a
n
ce
 
H
ig
h
 
re
le
v
a
n
ce
 
V
er
y
 h
ig
h
 
re
le
v
a
n
ce
 
Im
p
o
ss
ib
le
 
to
 s
a
y
 
Earnings per share □ □ □ □ □ □ 
Interim financial reporting □ □ □ □ □ □ 
Segmental reporting □ □ □ □ □ □ 
Issuance of Insurance □ □ □ □ □ □ 
Assets held for sale □ □ □ □ □ □ 
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13- Have the following topics or method been subjected to accounting treatment or used during 
your employment period? 
Topics and method Yes No 
Investment property   □   □  
Dividend declared after the reporting period   □   □  
Property, plant and equipment   □   □  
Assets with different pattern of expected economic benefits  □   □  
Intangible assets   □   □  
Leased assets   □   □  
Cost incurred by manufacturers or dealer lessor regarding arrangement or 
negotiation of lease 
 □   □  
Straight line method to recognise the operation lease payments method  □   □  
Agriculture accounting   □   □  
Inventory   □   □  
Borrowing cost   □   □  
Research and development cost   □   □  
Exchange differences in monetary items   □   □  
 
 
14- To what extent do you agree with the proposal under IFRS for SMEs regarding the following 
statements? 
 
Proposed changes by IFRS for SMEs compared to full IFRS. 
S
tr
o
n
g
ly
 
d
is
a
g
re
e 
D
is
a
g
re
e 
 
n
eu
tr
a
l 
A
g
re
e 
 
S
tr
o
n
g
ly
 
a
g
re
e
 
Im
p
o
ss
ib
le
 
to
 s
a
y
 
To include only one comparative period in the statements of financial 
position instead of two comparative periods under full IFRS. 
□ □ □ □ □ □ 
To permit the presentation of combined statements of income and 
retained earning when only the change in equity was due to profit or loss, 
dividends, correction of prior periods errors, or changing in accounting 
policy. While this option is not permitted under full IFRS.  
□ □ □ □ □ □ 
To reduce the disclosure requirements by omitting those pertaining to 
investment decisions in public market. 
□ □ □ □ □ □ 
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Proposed changes by IFRS for SMEs compared to full IFRS. 
S
tr
o
n
g
ly
 
d
is
a
g
re
e 
D
is
a
g
re
e 
 
n
eu
tr
a
l 
A
g
re
e 
 
S
tr
o
n
g
ly
 
a
g
re
e
 
Im
p
o
ss
ib
le
 
to
 s
a
y
 
To be exempt from disclosing the fair value of investment property that it 
is accounted as property, plant and equipment. While this disclosure is 
required under full IFRS unless the fair value cannot be determined 
reliably.    
□ □ □ □ □ □ 
To be exempt from disclosing the effect of changing in standards that had 
been issued but had not been effective yet. While this disclosure is 
required under full IFRS.  
□ □ □ □ □ □ 
To present separately the amount of dividend declared after the end of 
reporting period in retained earnings. While this is not permitted under 
the full IFRS. 
□ □ □ □ □ □ 
To measure the investment property according to circumstances rather than 
give them the choice of using cost or fair value model. By using the fair 
value through profit or loss only if the fair value can be measured without 
undue cost or effort, otherwise, the cost-depreciation-impairment method 
is allowed. 
□ □ □ □ □ □ 
To use only cost model for property, plant and equipment. Instead of, in 
addition to cost model, making revaluation model as an option. □ □ □ □ □ □ 
To account for the assets’ depreciation separately for the assets with 
different pattern of expected economic benefits consumption instead of 
considering the significant cost of an asset compared to total assets as a 
criteria to be depreciated separately.  
□ □ □ □ □ □ 
To amortize the (other than goodwill indefinite-life) intangible assets over 
10 years and to test the impairment only when there is an indication of 
impairment instead of testing the impairment annually. 
□ □ □ □ □ □ 
To consider the useful life of intangible assets as finite. While they could 
be either finite or infinite under full IFRS.  □ □ □ □ □ □ 
To use the cost model for intangible assets. Instead of, in addition to cost 
model, making revaluation model as an option. □ □ □ □ □ □ 
To presume the life of intangible assets as 10 years, while it is not specified 
under full IFRS.  □ □ □ □ □ □ 
To exempt from the annual review of estimations (E.g. Useful life, residual 
value, depreciation and amortization) unless there is an indication of 
substantial variation between current and last annual report. While this 
review is required at least one time every financial year under the Full 
IFRS.  
□ □ □ □ □ □ 
To review the leased assets impairment each reporting dates while it is not 
required under full IFRS. □ □ □ □ □ □ 
 To recognize the cost incurred by manufacturers or dealers lessor 
regarding arrangement or negotiation of lease as expenses instead of 
capitalizing them. 
 
□ □ □ □ □ □ 
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Proposed changes by IFRS for SMEs compared to full IFRS. 
S
tr
o
n
g
ly
 
d
is
a
g
re
e 
D
is
a
g
re
e 
 
n
eu
tr
a
l 
A
g
re
e 
 
S
tr
o
n
g
ly
 
a
g
re
e
 
Im
p
o
ss
ib
le
 
to
 s
a
y
 
To exempt from using the straight line method to recognize the operating 
lease payments when payments have been organized to rise in line with 
anticipated inflation. While this exemption is not provided under full IFRS.  
□ □ □ □ □ □ 
To reduce the use of fair value through profit or loss for agriculture. 
Especially, when fair value cannot be determined without undue cost or 
effort, instead of the presumption under full IFRS that fair value can be 
reliably measured. 
□ □ □ □ □ □ 
To permit the use of the most recent purchase price to approximate the cost 
of inventory. Whereas this is not allowed under the full IFRS unless the 
differences is immaterial compared to permitted method (E.g. standard cost 
or retail method).   
□ □ □ □ □ □ 
To discard the indication of impairment that results in exceeding the net 
assets of an entity over its market capitalization. While it is considered as 
indication for impairment under the full IFRS.  
□ □ □ □ □ □ 
To recognize the borrowing cost as expenses instead of capitalizing them. □ □ □ □ □ □ 
To recognize the research and development cost as expenses when they 
incurred instead of capitalizing the development cost. □ □ □ □ □ □ 
To recognize the exchange differences in monetary items in other 
comprehensive income instead of, reclassify in profit or loss on disposal 
of the investment. 
□ □ □ □ □ □ 
To disallow the references to another standards-setting body 
(management can refer to guidance in full IFRS). While it is permitted 
under the full IFRS to refer to another standard-setting body.  
□ □ □ □ □ □ 
 
15- To what extent do you agree with the following statements? 
Statements 
S
tr
o
n
g
ly
 
d
is
a
g
re
e 
D
is
a
g
re
e 
 
n
eu
tr
a
l 
A
g
re
e 
 
S
tr
o
n
g
ly
 
a
g
re
e
 
Im
p
o
ss
ib
le
 
to
 s
a
y
  
General purpose financial statement will meet the users' 
needs for SMEs' financial information rather than that 
focus on a particular user. 
□ □ □ □ □ □ 
The cross references to full IFRS is deemed as an 
effective way to deal with specific topics that are either 
complex or rarely occurred within the SMEs context. 
□ □ □ □ □ □ 
IFRS for SMEs must be applied by all non-public 
entities. 
□ □ □ □ □ □ 
Despite the cross references of some topic with full 
IFRS, IFRS for SMEs must be applied as a stand-alone 
document.  
□ □ □ □ □ □ 
The company must start adopting IFRS for SMEs from 
the first year in which IFRS for SMEs is applied 
generally or used for tax purposes. 
□ □ □ □ □ □ 
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Statements 
S
tr
o
n
g
ly
 
d
is
a
g
re
e 
D
is
a
g
re
e 
 
n
eu
tr
a
l 
A
g
re
e 
 
S
tr
o
n
g
ly
 a
g
re
e
 
Im
p
o
ss
ib
le
 t
o
 
sa
y
  
SMEs must adopt a uniform (new) set of International 
Financial Reporting Standards that are more relevant to 
these kinds of enterprises. 
□ □ □ □ □ □ 
The company will adopt IFRS for SMEs even if the 
adoption was not mandatory 
□ □ □ □ □ □ 
 
 
16- To what extent do you believe that the application of IFRS for SMEs in Jordan will influence 
positively or negatively the following aspects, whereas 1 indicates a very negative effect and 5 
indicates a very positive effect.  
Expected contributions  1
 
2
 
3
 
4
 
5
 
Im
p
o
ss
ib
le
 t
o
 
sa
y
 
Reducing the competition risk by avoiding exposure of the 
critical information of the entity to the competitors due to 
irrelevant disclosure requirements 
□ □ □ □ □ □ 
Increasing the enterprises' ability to obtain appropriate 
credit from suppliers. 
□ □ □ □ □ □ 
Increasing the enterprises' ability to obtain appropriate 
finance. 
□ □ □ □ □ □ 
Preparing financial reports easily  
 
□ □ □ □ □ □ 
Making appropriate decisions based on simplified 
information 
 
□ □ □ □ □ □ 
Making appropriate decisions based on more relevant 
information 
□ □ □ □ □ □ 
easily understood standards compared to full IFRS □ □ □ □ □ □ 
Reducing the audit fees □ □ □ □ □ □ 
Reducing the bookkeeping cost □ □ □ □ □ □ 
Increasing the ability of safeguarding assets and  obtaining  
good control 
□ □ □ □ □ □ 
Only the relevant information will be disclosed by 
abbreviating  disclosure requirements in the international 
financial reporting standards applied on larger enterprises 
□ □ □ □ □ □ 
Simplifying measurements compared to full IFRS 
 
□ □ □ □ □ □ 
Simplifying recognitions compared to full IFRS 
 
□ □ □ □ □ □ 
The financial information will meet the users' need of the 
financial statements 
 
□ □ □ □ □ □ 
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Expected contributions 1
 
2
 
3
 
4
 
5
 
Im
p
o
ss
ib
le
 t
o
 
sa
y
 
Facilitating the tax department work □ □ □ □ □ □ 
Reduce the  amount of time to prepare financial reports  □ □ □ □ □ □ 
Reduce the  amount of effort to prepare financial reports □ □ □ □ □ □ 
Reduce the cost spent to prepare financial report □ □ □ □ □ □ 
Improving the comparability of financial position of same 
size enterprises domestically  
□ □ □ □ □ □ 
Improving the comparability of financial position of same 
size enterprises abroad 
□ □ □ □ □ □ 
Reducing the cost for implementation of standards. □ □ □ □ □ □ 
Reducing the cost of documentation. □ □ □ □ □ □ 
Increasing the cost to comply with standards.  □ □ □ □ □ □ 
Will improve the quality of accounting information for 
external decision making 
□ □ □ □ □ □ 
Will improve the quality of accounting information for 
internal decision making 
□ □ □ □ □ □ 
Increase the quality of audited report by simplifying the 
auditors work? 
□ □ □ □ □ □ 
Decreasing the heavy effort to put a specialized standards 
for Jordan 
□ □ □ □ □ □ 
Decreasing the large amount of money needed to put a 
specialized standards for Jordan 
□ □ □ □ □ □ 
 
 
 
17- To what extent do you think that the following issues will hinder the effective 
application of IFRS for SMEs in Jordan? 
 
 
Issues  
S
tr
o
n
g
ly
 
d
is
a
g
re
e 
D
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a
g
re
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N
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e 
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a
g
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S
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o
n
g
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a
g
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e 
 
Im
p
o
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a
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Weaknesses of the applied accounting systems. □ □ □ □ □ □ 
Weakness of experiences or knowledge of human 
resources working in accounting fields. 
□ □ □ □ □ □ 
Failure to separate the ownership of these enterprises 
from management. 
□ □ □ □ □ □ 
Weaknesses of accounting and finance knowledge 
among the SMEs’ owners.  
□ □ □ □ □ □ 
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Issues  
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re
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S
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ib
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a
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Finance difficulties that SMEs face. □ □ □ □ □ □ 
Limited financial resources necessary to develop 
SMEs. 
□ □ □ □ □ □ 
Lack of accounting responsibilities by external 
enterprises. 
□ □ □ □ □ □ 
The differences between Jordan and the countries that 
develop standards for SMEs the role of professional 
bodies and associations which are responsible for 
supervising the profession of accounting and 
auditing. 
□ □ □ □ □ □ 
Some SMEs are not obligated by the legislator to issue 
annual audited reports. 
□ □ □ □ □ □ 
Measurement and restatement difficulties at first time 
adoption.  
□ □ □ □ □ □ 
Additional costs connected to the preparation of 
second financial statements based on accounting 
regulation due to the tax purposes. 
□ □ □ □ □ □ 
The preference of some SMEs managers to prepare 
accounts for tax purposes only rather than for 
presenting fair view or for managerial decisions. 
□ □ □ □ □ □ 
The differences between Jordan and the countries that 
develop standards for SMEs the economic 
environment in which SMEs are operating.  
□ □ □ □ □ □ 
The differences between Jordan and the countries that 
develop standards for SMEs the social and 
organizational culture. 
□ □ □ □ □ □ 
The differences between Jordan and the countries that 
develop standards for SMEs the concepts, behaviours 
and values prevailing in the working environment of 
SMEs.  
□ □ □ □ □ □ 
The differences between Jordan and the countries that 
develop standards for SMEs the cultural value and 
modernism.    
□ □ □ □ □ □ 
Lack of guarantees required to obtain the necessary 
credit and facilities. 
□ □ □ □ □ □ 
The differences between Jordan and the countries that 
develop standards for SMEs the law and legislations 
applicable to SMEs.  
□ □ □ □ □ □ 
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18-  Do you understand all questions? 
 Yes 
 No       if your answer is No, please specify the question/s ………………………………………… 
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
……………………………………………………………………………….. 
 
19- If you have any comment regarding this questionnaire, or any suggestion that enrich this study, 
please provide it as your valuable feedback is very important and it will be taken in consideration. 
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
………………………………………………………………………………………………………… 
 
 
Thank you for your cooperation  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
388 
 
Appendix (C): auditors’ questionnaire. 
 
 
Cover sheet 
Dear Auditor, 
I am currently engaged in research for PhD at Liverpool John Moores University and conducting an 
investigation study into international financial reporting standards for small and medium size enterprises (IFRS 
for SMEs) in Jordan. 
This research will enhance the accounting practices by testing the applicability and the usefulness of IFRS for 
SMEs that has been issued by IASB in 2009. This aim can be achieved by presenting the advantage and 
disadvantage of current accounting regime compare to IFRS for SMEs in order to decide whether to apply IFRS 
for SMEs that could eliminate or at least mitigate any existing problems or to continue with the current accounting 
regime.   
I would be grateful if you could support me to carry out my research by completing the attached 
questionnaire. Your responses are important in enabling me to obtain as full an understanding as possible 
of this topic. 
 The questionnaire should take you about fifteen to twenty minutes to complete. Please note that 
answering this questionnaire is voluntary. Please answer the questions in spaces provided and in sequent 
order, if you wish to add further comment, please feel free to do so. The information you provide will 
be treated in strictest confidence. You will notice that you are not asked to include your name or address 
on questionnaire. 
I hope you will find completing the questionnaire enjoyable, and thank you for taking the time to help 
us. If you have any queries or would like further information about the study, please telephone me on 
0797917971 or email me at M.S.Altarawneh@2011.ljmu.ac.uk. 
Thank you for your help 
Kind regards  
PhD Student: Mohammad Altarawneh 
Mohammad Altarawneh 
Liverpool John Moores University, Business School 
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Please tick ✓ in the appropriate box unless otherwise stated
 
1- What level of knowledge or experience do you have of full IFRS? 
 good 
 reasonable  
 slight 
 
2- Did you ever organize or audit accounts for small and medium-sized enterprises? 
 Yes 
 No  
 
 
3- How long is your experience in auditing small and medium sized enterprises? 
 1 to 3 years 
 3 to six years 
 6 to 9 years 
 over 9 years  
  
4- How often do the following users use your enterprise's financial information? 
 
Group of users 
N
ev
er
 
R
a
re
ly
 
S
o
m
et
im
e 
O
ft
en
 
V
er
y
 o
ft
en
 
Im
p
o
ss
ib
le
 t
o
 
sa
y
 
Banks  and 
creditors 
□ □ □ □ □ □ 
Suppliers □ □ □ □ □ □ 
Financial analysts □ □ □ □ □ □ 
Managers  □ □ □ □ □ □ 
Customers □ □ □ □ □ □ 
Public authorities □ □ □ □ □ □ 
Individual investors □ □ □ □ □ □ 
Employees  □ □ □ □ □ □ 
Credit agencies □ □ □ □ □ □ 
Institutional 
investors  
□ □ □ □ □ □ 
shareholders □ □ □ □ □ □ 
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5- How far are the following types of problems applicable (pertaining to accounting information) to 
your enterprise?  
 
 
Type of Problems 
N
o
  
a
p
p
li
ca
b
il
it
y
 
L
o
w
  
a
p
p
li
ca
b
il
it
y
 
M
o
d
er
a
te
 
a
p
p
li
ca
b
il
it
y
 
H
ig
h
 
a
p
p
li
ca
b
il
it
y
 
V
er
y
 h
ig
h
  
a
p
p
li
ca
b
il
it
y
 
Im
p
o
ss
ib
le
 t
o
 
sa
y
 
Lack of expertise and qualified employees in accounting □ □ □ □ □ □ 
Lack of knowledge of IFRS  □ □ □ □ □ □ 
High bookkeeping cost □ □ □ □ □ □ 
High audit fees  □ □ □ □ □ □ 
Weakness of accounting system in safeguarding assets 
or obtaining good control 
□ □ □ □ □ □ 
Inappropriate decisions due to the complexity of 
financial information presented 
□ □ □ □ □ □ 
High amount of disclosure is required  □ □ □ □ □ □ 
Complex measurements of full IFRS □ □ □ □ □ □ 
Complex recognitions of full IFRS □ □ □ □ □ □ 
Financial information does not meet the users' needs in 
the financial statements 
□ □ □ □ □ □ 
Tax estimation problems  □ □ □ □ □ □ 
Difficulty in making wise decisions because of lack of 
appropriate financial information                                 
□ □ □ □ □ □ 
The high amount of time to prepare financial reports □ □ □ □ □ □ 
The heavy effort to prepare financial reports □ □ □ □ □ □ 
High cost to prepare financial reports □ □ □ □ □ □ 
Comparisons of financial position of same size 
enterprises domestically are very hard 
□ □ □ □ □ □ 
Comparisons of financial position of same size 
enterprises abroad are very hard. 
□ □ □ □ □ □ 
Exposure of critical information of entity to competitors 
due to high disclosure requirements 
□ □ □ □ □ □ 
The barriers regarding appropriate sources of finance 
because of the irrelevant financial information 
presented.   
□ □ □ □ □ □ 
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6- IFRS for SMEs does not include the topics below, how relevant are these topics to your 
enterprise? 
  
Topics 
N
o
 
re
le
v
a
n
ce
 
L
o
w
  
re
le
v
a
n
ce
 
M
o
d
er
a
te
 
re
le
v
a
n
ce
 
H
ig
h
 
re
le
v
a
n
ce
 
V
er
y
 h
ig
h
 
re
le
v
a
n
ce
 
Im
p
o
ss
ib
le
 
to
 s
a
y
 
Earnings per share □ □ □ □ □ □ 
Interim financial reporting □ □ □ □ □ □ 
Segmental reporting □ □ □ □ □ □ 
Issuance of Insurance □ □ □ □ □ □ 
Assets held for sale □ □ □ □ □ □ 
 
 
 
 
7- To what extent do you agree with the proposal under IFRS for SMEs regarding the following 
statements? 
 
Proposed changes by IFRS for SMEs compared to full IFRS 
S
tr
o
n
g
ly
 
d
is
a
g
re
e 
D
is
a
g
re
e 
 
n
eu
tr
a
l 
A
g
re
e 
 
S
tr
o
n
g
ly
 
a
g
re
e
 
Im
p
o
ss
ib
le
 
to
 s
a
y
 
Presentation and disclosures        
To include only one comparative period in the statements of financial 
position instead of two comparative periods under full IFRS. 
□ □ □ □ □ □ 
To permit the presentation of combined statements of income and 
retained earning when only the change in equity was due to profit or loss, 
dividends, correction of prior periods errors, or changing in accounting 
policy. While this option is not permitted under full IFRS.  
□ □ □ □ □ □ 
To reduce the disclosure requirements by omitting those pertaining to 
investment decisions in public market. 
□ □ □ □ □ □ 
To be exempt from disclosing the fair value of investment property that it 
is accounted as property, plant and equipment. While this disclosure is 
required under full IFRS unless the fair value cannot be determined 
reliably.    
□ □ □ □ □ □ 
To be exempt from disclosing the effect of changing in standards that had 
been issued but had not been effective yet. While this disclosure is 
required under full IFRS.  
□ □ □ □ □ □ 
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Proposed changes by IFRS for SMEs compared to full IFRS 
S
tr
o
n
g
ly
 
d
is
a
g
re
e 
D
is
a
g
re
e 
 
n
eu
tr
a
l 
A
g
re
e 
 
S
tr
o
n
g
ly
 
a
g
re
e
 
Im
p
o
ss
ib
le
 
to
 s
a
y
 
To present separately the amount of dividend declared after the end of 
reporting period in retained earnings. While this is not permitted under 
the full IFRS. 
□ □ □ □ □ □ 
To measure the investment property according to circumstances rather than 
give them the choice of using cost or fair value model. By using the fair 
value through profit or loss only if the fair value can be measured without 
undue cost or effort, otherwise, the cost-depreciation-impairment method 
is allowed. 
□ □ □ □ □ □ 
To use only cost model for property, plant and equipment. Instead of, in 
addition to cost model, making revaluation model as an option. □ □ □ □ □ □ 
To account for the assets’ depreciation separately for the assets with 
different pattern of expected economic benefits consumption instead of 
considering the significant cost of an asset compared to total assets as a 
criteria to be depreciated separately.  
□ □ □ □ □ □ 
To amortize the (other than goodwill indefinite-life) intangible assets over 
10 years and to test the impairment only when there is an indication of 
impairment instead of testing the impairment annually. 
□ □ □ □ □ □ 
To consider the useful life of intangible assets as finite. While they could 
be either finite or infinite under full IFRS.  □ □ □ □ □ □ 
To use the cost model for intangible assets. Instead of, in addition to cost 
model, making revaluation model as an option. □ □ □ □ □ □ 
To presume the life of intangible assets as 10 years, while it is not specified 
under full IFRS.  □ □ □ □ □ □ 
To exempt from the annual review of estimations (E.g. Useful life, residual 
value, depreciation and amortization) unless there is an indication of 
substantial variation between current and last annual report. While this 
review is required at least one time every financial year under the Full 
IFRS.  
□ □ □ □ □ □ 
To review the leased assets impairment each reporting dates while it is not 
required under full IFRS. □ □ □ □ □ □ 
 To recognize the cost incurred by manufacturers or dealers lessor 
regarding arrangement or negotiation of lease as expenses instead of 
capitalizing them. 
□ □ □ □ □ □ 
To exempt from using the straight line method to recognize the operating 
lease payments when payments have been organized to rise in line with 
anticipated inflation. While this exemption is not provided under full IFRS.  
□ □ □ □ □ □ 
To reduce the use of fair value through profit or loss for agriculture. 
Especially, when fair value cannot be determined without undue cost or 
effort, instead of the presumption under full IFRS that fair value can be 
reliably measured. 
□ □ □ □ □ □ 
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Proposed changes by IFRS for SMEs compared to full IFRS 
S
tr
o
n
g
ly
 
d
is
a
g
re
e 
D
is
a
g
re
e 
 
n
eu
tr
a
l 
A
g
re
e 
 
S
tr
o
n
g
ly
 
a
g
re
e
 
Im
p
o
ss
ib
le
 
to
 s
a
y
 
To permit the use of the most recent purchase price to approximate the cost 
of inventory. Whereas this is not allowed under the full IFRS unless the 
differences is immaterial compared to permitted method (E.g. standard cost 
or retail method).   
□ □ □ □ □ □ 
To discard the indication of impairment that results in exceeding the net 
assets of an entity over its market capitalization. While it is considered as 
indication for impairment under the full IFRS.  
□ □ □ □ □ □ 
To recognize the borrowing cost as expenses instead of capitalizing them. □ □ □ □ □ □ 
To recognize the research and development cost as expenses when they 
incurred instead of capitalizing the development cost. □ □ □ □ □ □ 
To recognize the exchange differences in monetary items in other 
comprehensive income instead of, reclassify in profit or loss on disposal 
of the investment. 
□ □ □ □ □ □ 
To disallow the references to another standards-setting body 
(management can refer to guidance in full IFRS). While it is permitted 
under the full IFRS to refer to another standard-setting body.  
□ □ □ □ □ □ 
 
8- To what extent do you agree with the following statements? 
 
Statements 
S
tr
o
n
g
ly
 
d
is
a
g
re
e 
D
is
a
g
re
e 
 
n
eu
tr
a
l 
A
g
re
e 
 
S
tr
o
n
g
ly
 a
g
re
e
 
Im
p
o
ss
ib
le
 t
o
 
sa
y
  
General purpose financial statement will meet the users' 
needs for SMEs' financial information rather than focus 
on a particular user. 
□ □ □ □ □ □ 
The cross references to full IFRS is deemed as an 
effective way to deal with specific topics that are either 
complex or rarely occurred within the SMEs context. 
□ □ □ □ □ □ 
IFRS for SMEs must be applied by all non-public 
entities. 
□ □ □ □ □ □ 
Despite the cross references of some topic with full 
IFRS, IFRS for SMEs must be applied as a stand-alone 
document.  
□ □ □ □ □ □ 
The company must start adopting IFRS for SMEs from 
the first year in which IFRS for SMEs is applied 
generally or used for tax purposes. 
□ □ □ □ □ □ 
SMEs must adopt a uniform (new) set of International 
Financial Reporting Standards that are more relevant to 
these kinds of enterprises. 
□ □ □ □ □ □ 
The company will adopt IFRS for SMEs even if the 
adoption was not mandatory 
□ □ □ □ □ □ 
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9- To what extent do you believe that the application of IFRS for SMEs in Jordan will influence 
positively or negatively the following aspects, whereas 1 indicates a very negative effect and 5 
indicates a very positive effect.  
 
Expected contributions  1
 
2
 
3
 
4
 
5
 
Im
p
o
ss
ib
le
 
to
 s
a
y
 
Reducing the competition risk by avoiding exposure of the 
critical information of the entity to the competitors due to 
irrelevant disclosure requirements 
 
□ □ □ □ □ □ 
Increasing the enterprises' ability to obtain appropriate 
credit from suppliers. 
□ □ □ □ □ □ 
Increasing the enterprises' ability to obtain appropriate 
finance. 
□ □ □ □ □ □ 
Preparing financial reports easily  □ □ □ □ □ □ 
Making appropriate decisions based on simplified 
information 
□ □ □ □ □ □ 
Making appropriate decisions based on more relevant 
information 
□ □ □ □ □ □ 
easily understood standards compared to full IFRS □ □ □ □ □ □ 
Reducing the audit fees □ □ □ □ □ □ 
Reducing the bookkeeping cost □ □ □ □ □ □ 
Increasing the ability of safeguarding assets and  obtaining 
good control 
□ □ □ □ □ □ 
Only the relevant information will be disclosed by 
abbreviating  disclosure requirements in the international 
financial reporting standards applied on larger enterprises 
□ □ □ □ □ □ 
Simplifying measurements compared to full IFRS □ □ □ □ □ □ 
Simplifying recognitions compared to full IFRS □ □ □ □ □ □ 
The financial information will meet the users' need of the 
financial statements 
□ □ □ □ □ □ 
Facilitating the tax department work □ □ □ □ □ □ 
Reduce the  amount of time to prepare financial reports  □ □ □ □ □ □ 
Reduce the  amount of effort to prepare financial reports □ □ □ □ □ □ 
Reduce the cost spent to prepare financial reports □ □ □ □ □ □ 
Improving the comparability of financial position of same 
size enterprises domestically  
□ □ □ □ □ □ 
Improving the comparability of financial position of same 
size enterprises abroad 
□ □ □ □ □ □ 
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Expected contributions 1
 
2
 
3
 
4
 
5
 
Im
p
o
ss
ib
le
 
to
 s
a
y
 
Reducing the cost for implementation of standards. □ □ □ □ □ □ 
Reducing the cost of documentation. □ □ □ □ □ □ 
Increases the cost to comply with standards.  □ □ □ □ □ □ 
Will improve the quality of accounting information for 
external decision making 
□ □ □ □ □ □ 
Will improve the quality of accounting information for 
internal decision making 
□ □ □ □ □ □ 
Increase the quality of audited report by simplifying the 
auditors work? 
□ □ □ □ □ □ 
Decreasing the heavy effort to put a specialized standards 
for Jordan 
□ □ □ □ □ □ 
Decreasing the large amount of money needed to put a 
specialized standards for Jordan 
□ □ □ □ □ □ 
 
10- To what extent do you think that the following issues will hinder the effective application of 
IFRS for SMEs in Jordan? 
Issues  
S
tr
o
n
g
ly
 
d
is
a
g
re
e 
D
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a
g
re
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N
ei
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a
g
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A
g
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S
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a
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Weaknesses of the applied accounting systems. □ □ □ □ □ □ 
Weakness of experiences or knowledge of human resources 
working in accounting fields. 
□ □ □ □ □ □ 
Failure to separate the ownership of these enterprises from 
management. 
□ □ □ □ □ □ 
Weaknesses of accounting and finance knowledge among the 
SMEs’ owners.  
□ □ □ □ □ □ 
Finance difficulties that SMEs face. □ □ □ □ □ □ 
Limited financial resources necessary to develop SMEs. □ □ □ □ □ □ 
Lack of accounting responsibilities by external enterprises. □ □ □ □ □ □ 
The differences between Jordan and the countries that 
develop standards for SMEs the role of professional bodies 
and associations which are responsible for supervising the 
profession of accounting and auditing. 
□ □ □ □ □ □ 
Some SMEs are not obligated by the legislator to issue annual 
audited reports. 
□ □ □ □ □ □ 
Measurement and restatement difficulties at first time 
adoption.  
□ □ □ □ □ □ 
Additional costs connected to the preparation of second 
financial statements based on accounting regulation due to the 
tax purposes. 
□ □ □ □ □ □ 
396 
 
Issues  
S
tr
o
n
g
ly
 
d
is
a
g
re
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D
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g
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The preference of some SMEs managers to prepare accounts 
for tax purposes only rather than for presenting fair view or for 
managerial decisions. 
□ □ □ □ □ □ 
The differences between Jordan and the countries that 
develop standards for SMEs the economic environment in 
which SMEs are operating.  
□ □ □ □ □ □ 
The differences between Jordan and the countries that 
develop standards for SMEs the social and organizational 
culture. 
□ □ □ □ □ □ 
The differences between Jordan and the countries that 
develop standards for SMEs the concepts, behaviours and 
values prevailing in the working environment of SMEs.  
□ □ □ □ □ □ 
The differences between Jordan and the countries that 
develop standards for SMEs the cultural value and 
modernism.    
□ □ □ □ □ □ 
Lack of guarantees required to obtain the necessary credit 
and facilities. 
□ □ □ □ □ □ 
The differences between Jordan and the countries that 
develop standards for SMEs the law and legislations 
applicable to SMEs.  
□ □ □ □ □ □ 
 
11- Do you understand all questions? 
 Yes 
 No       if your answer is No, please specify the question/s ………………………………………… 
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
……………………………………………………………………………….. 
 
12- If you have any comment regarding this questionnaire, or any suggestion that enrich this study, 
please provide it as your valuable feedback is very important and it will be taken in consideration. 
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
…………………………………………………………………………………………………………
……………………………………………………………………………………….. 
 
Thank you for your cooperation  
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Appendix (D): abbreviation used in analysis based on managers 
questionnaire. 
 
 
Please tick ✓ in the appropriate box unless otherwise stated
 
1- What level of knowledge or experience do you have of full IFRS? 
 good 
 reasonable  
 slight 
  
 
2- How long is your experience in small and medium sized enterprises? 
 1 to 3 years 
 3 to six years 
 6 to 9 years 
 over 9 years  
  
 
3- What is the economic sector of your enterprise? 
 Manufacturing  
 Trade 
 Agriculture 
 Construction 
 Services  
 
4- What is the legal form of your enterprise? 
 Limited Liability Company 
 General Partnership Company 
 Limited Partnership Company 
 Civil Company 
 Private shareholder Company 
 
 
5-  Does your enterprise adopt the International Financial Reporting Standards (full IFRS) 
 Yes  
  No 
If no, would you please in brief explain why? 
...................................................................................................................................
  
6- How many employees does your enterprise have? 
 From 1 to 9 
 From 10 to 49 
 From 50 to 249 
 Above 250 
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7- What is the range of your enterprise's annual turnover? 
 From 1 JD to 1,810,000 JD 
 From 1,810,001 JD to 9,050,000 JD 
 From 9,050,001 JD to 45,250,000 JD 
 More than 45,250,000 JD 
 
 
 
 
 
8- What is the range of your enterprise's total assets? 
 From 1 JD to 1,810,000 JD 
 From 1,810,001 JD to 9,050,000 JD 
 From 9,050,001 JD to 38,915,000 JD 
 More than 38,915,000 JD
 
9- Are you one of the owners of this company? 
 Yes 
 No 
 
 
 
 
10- How often do the following users use your enterprise's financial information? 
 
reference Group of users 
1 
Banks  and 
creditors 
2 Suppliers 
3 Financial analysts 
4 Managers  
5 Customers 
6 Public authorities 
7 
Individual 
investors 
8 Employees  
9 Credit agencies 
10 
Institutional 
investors  
11 shareholders 
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11- How far are the following types of problems applicable (pertaining to accounting information) to 
your enterprise?  
 
 
 
reference Type of Problems 
1 Lack of expertise and qualified employees in accounting 
2 Lack of knowledge of IFRS  
3 High bookkeeping cost 
4 High audit fees  
5 
Weakness of accounting system in safeguarding assets or 
obtaining good control 
6 
Inappropriate decisions due to the complexity of 
financial information presented 
7 High amount of disclosure is required  
8 Complex measurements of full IFRS 
9 Complex recognitions of full IFRS 
10 
Financial information does not meet the users' needs in 
the financial statements 
11 Tax estimation problems  
12 
Difficulty in making wise decisions because of lack of 
appropriate financial information                                 
13 The high amount of time to prepare financial reports 
14 The heavy effort to prepare financial reports 
15 High cost to prepare financial reports 
16 
Comparisons of financial position of same size 
enterprises domestically are very hard 
17 
Comparisons of financial position of same size 
enterprises abroad are very hard. 
18 
Exposure of critical information of entity to competitors 
due to high disclosure requirements 
19 
The barriers regarding appropriate sources of finance 
because of the irrelevant financial information presented.   
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12- IFRS for SMEs does not include the topics below, how relevant are these topics to your 
enterprise? 
 
  
reference Topics 
1 Earnings per share 
2 Interim financial reporting 
3 Segmental reporting 
4 Issuance of Insurance 
5 Assets held for sale 
 
 
13- Have the following topics or method been subjected to accounting treatment or used during 
your employment period? 
 
Reference topic  
1 Investment property   
2 Dividend declared after the reporting period  
3 Property, plant and equipment   
4 Assets with different pattern of expected economic benefits   
5 Intangible assets   
6 Leased assets   
7 
Cost incurred by manufacturers or dealer lessor regarding arrangement or 
negotiation of lease  
 
8 Straight line method to recognise the operation lease payments method  
9 Agriculture accounting   
10 Inventory   
11 Borrowing cost   
12 Research and development cost   
13 Exchange differences in monetary items   
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14- To what extent do you agree with the proposal under IFRS for SMEs regarding the following 
statements? 
 
Reference Proposed changes by IFRS for SMEs compared to full IFRS. 
1 
To include only one comparative period in the statements of financial position 
instead of two comparative periods under full IFRS. 
 
2 
To permit the presentation of combined statements of income and retained 
earning when only the change in equity was due to profit or loss, dividends, 
correction of prior periods errors, or changing in accounting policy. While this 
option is not permitted under full IFRS.  
 
3 
To reduce the disclosure requirements by omitting those pertaining to 
investment decisions in public market. 
4 
To be exempt from disclosing the fair value of investment property that it is 
accounted as property, plant and equipment. While this disclosure is required 
under full IFRS unless the fair value cannot be determined reliably. 
 
5 
To be exempt from disclosing the effect of changing in standards that had been 
issued but had not been effective yet. While this disclosure is required under 
full IFRS. 
 
6 
To present separately the amount of dividend declared after the end of 
reporting period in retained earnings. While this is not permitted under the full 
IFRS. 
 
7 
To measure the investment property according to circumstances rather than 
give them the choice of using cost or fair value model. By using the fair value 
through profit or loss only if the fair value can be measured without undue cost 
or effort, otherwise, the cost-depreciation-impairment method is allowed. 
8 
To use only cost model for property, plant and equipment. Instead of, in 
addition to the cost model, making revaluation model as an option. 
9 
To account for the assets’ depreciation separately for the assets with different 
pattern of expected economic benefits consumption instead of considering the 
significant cost of an asset compared to total assets as a criteria to be 
depreciated separately. 
10 
To amortize the (other than goodwill indefinite-life) intangible assets over 10 
years and to test the impairment only when there is an indication of 
impairment instead of testing the impairment annually. 
11 
To consider the useful life of intangible assets as finite. While they could be 
either finite or infinite under full IFRS. 
12 
To use the cost model for intangible assets. Instead of, in addition to cost 
model, making revaluation model as an option. 
13 
To presume the length of intangible assets as 10 years, while it is not specified 
under full IFRS. 
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Reference Proposed changes by IFRS for SMEs compared to full IFRS. 
14 
To exempt from the annual review of estimations (E.g. Useful life, residual 
value, depreciation and amortization) unless there is an indication of 
substantial variation between current and last annual report. While this review 
is required at least one time every financial year under the Full IFRS. 
15 
To review the leased assets impairment each reporting dates while it is not 
required under full IFRS. 
 
16 
To recognize the cost incurred by manufacturers or dealers lessor regarding 
arrangement or negotiation of lease as expenses instead of capitalizing them. 
 
 
17 
To exempt from using the straight line method to recognize the operating lease 
payments when payments have been organized to rise in line with anticipated 
inflation. While this exemption is not provided under full IFRS. 
18 
To reduce the use of fair value through profit or loss for agriculture. 
Especially, when fair value cannot be determined without undue cost or effort, 
instead of the presumption under full IFRS that fair value can be reliably 
measured. 
19 
To permit the use of the most recent purchase price to approximate the cost of 
inventory. Whereas this is not allowed under the full IFRS unless the 
differences is immaterial compared to permitted method (E.g. standard cost or 
retail method). 
20 
To discard the indication of impairment that results in exceeding the net assets 
of an entity over its market capitalization. While it is considered as indication 
for impairment under the full IFRS. 
21 To recognize the borrowing cost as expenses instead of capitalizing them. 
22 
To recognize the research and development cost as expenses when incurred 
instead of capitalizing the development cost. 
23 
To recognize the exchange differences in monetary items in other 
comprehensive income instead of, reclassify in profit or loss on disposal of the 
investment. 
24 
To disallow the references to another standards-setting body (management can 
refer to guidance in full IFRS). While it is permitted under the full IFRS to 
refer to another standard-setting body. 
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15- To what extent do you agree with the following statements? 
 
Reference Statements 
1 
General purpose financial statement will meet the users' needs for 
SMEs' financial information rather than focus on a particular user. 
 
2 
The cross references to full IFRS is deemed as an effective way to deal 
with specific topics that are either complex or rarely occurred within the 
SMEs context. 
3 IFRS for SMEs must be applied by all non-public entities. 
4 
Despite the cross references of some topic with full IFRS, IFRS for 
SMEs must be applied as a stand-alone document. 
5 
The company must start adopting IFRS for SMEs from the first year in 
which IFRS for SMEs is applied generally or used for tax purposes. 
6 
SMEs must adopt a uniform (new) set of International Financial 
Reporting Standards that are more relevant to these kinds of enterprises. 
7 
The company will adopt IFRS for SMEs even if the adoption was not 
mandatory. 
 
 
16- To what extent do you believe that the application of IFRS for SMEs in Jordan will influence 
positively or negatively the following aspects, whereas 1 indicates very negative effect and 5 
indicates very positive effect. 
Reference 
 
 
 
 
Expected contributions 
 
 
 
1 
 
Reducing the competition risk by avoiding exposure of the critical information 
of the entity to the competitors due to irrelevant disclosure requirements 
2 
 
Increasing the enterprises' ability to obtain appropriate credit from suppliers. 
3 
 
Increasing the enterprises' ability to obtain appropriate finance. 
4 
 
Preparing financial reports easily 
5 
 
Making appropriate decisions based on simplified information 
6 
 
Making appropriate decisions based on more relevant information 
7 
 
Easily understood standards compared to full IFRS 
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Reference Expected contributions 
8 
 
Reducing the audit fees 
9 
 
Reducing the bookkeeping cost 
10 
 
Increasing the ability of safeguarding assets and  obtaining good control 
11 
Only the relevant information will be disclosed by abbreviating  disclosure 
requirements in the international financial reporting standards applied on larger  
 
enterprises 
12 
 
Simplifying measurements compared to full IFRS 
13 
 
Simplifying recognitions compared to full IFRS  
14 
 
The financial information will meet the users' need of the financial statements 
15 Facilitating the tax department work 
16 Reduce the  amount of time to prepare financial reports 
17 Reduce the  amount of effort to prepare financial reports 
18 Reduce the cost spent to prepare financial reports 
19 
Improving the comparability of financial position of same size enterprises 
domestically 
20 
Improving the comparability of financial position of same size enterprises 
abroad 
21 Reducing the cost for implementation of standards. 
22 Reducing the cost of documentation. 
23 Increasing the cost to comply with standards. 
24 
Will improve the quality of accounting information for external decision 
making 
25 
Will improve the quality of accounting information for internal decision 
making 
26 Increase the quality of audited report by simplifying the auditors work? 
27 
Decreasing the heavy effort to put a specialized standards for Jordan 
 
28 
Decreasing the large amount of money needed to put a specialized standards 
for Jordan 
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17-  To what extent do you think that the following issues will hinder the effective application 
of IFRS for SMEs in Jordan? 
 
Reference Issues 
1 Weaknesses of the applied accounting systems. 
2 
Weakness of experiences or knowledge of human resources working in 
accounting fields. 
3 Failure to separate the ownership of these enterprises from management. 
4 Weaknesses of accounting and finance knowledge among the SMEs’ owners. 
5 Finance difficulties that SMEs face. 
6 Limited financial resources necessary to develop SMEs. 
7 Lack of accounting responsibilities by external enterprises. 
8 
The differences between Jordan and the countries that develop standards for 
SMEs in the role of professional bodies and associations which are 
responsible for supervising the profession of accounting and auditing. 
9 Some SMEs are not obligated by the legislator to issue annual audited reports. 
10 Measurement and restatement difficulties at first time adoption. 
11 
Additional costs connected to the preparation of second financial statements 
based on accounting regulation due to the tax purposes. 
12 
The preference of some SMEs managers to prepare accounts for tax purposes 
only rather than for presenting fair view or for managerial decisions. 
13 
The differences between Jordan and the countries that develop standards for 
SMEs in the economic environment in which SMEs are operating. 
14 
The differences between Jordan and the countries that develop standards for 
SMEs in the social and organizational culture 
15 
The differences between Jordan and the countries that develop standards for 
SMEs in the concepts, behaviours and values prevailing in the working 
environment of SMEs. 
16 
The differences between Jordan and the countries that develop standards for 
SMEs in the cultural value and modernism. 
17 Lack of guarantees required to obtain the necessary credit and facilities. 
18 
The differences between Jordan and the countries that develop standards for 
SMEs in the law and legislations applicable to SMEs. 
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Appendix (E): Factor analysis  
 
Construct one:  
 
Table 1: KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .842 
Bartlett's Test of Sphericity Approx. Chi-Square 4919.396 
df 171 
Sig. .000 
 
 
Table 2: Total Variance Explained 
Component 
Initial Eigenvalues 
Extraction Sums of Squared 
Loadings 
Total % of Variance Cumulative % Total % of Variance 
1 5.577 29.351 29.351 5.577 29.351 
2 3.091 16.267 45.617 3.091 16.267 
3 1.612 8.483 54.101 1.612 8.483 
4 1.229 6.470 60.570 1.229 6.470 
5 .960 5.050 65.620 
  
6 .878 4.624 70.244 
  
7 .747 3.934 74.178 
  
8 .742 3.907 78.085 
  
9 .580 3.053 81.137 
  
10 .541 2.848 83.986 
  
11 .474 2.497 86.483 
  
12 .442 2.324 88.807 
  
13 .383 2.017 90.825 
  
14 .375 1.973 92.797 
  
15 .343 1.804 94.601 
  
16 .327 1.720 96.321 
  
17 .302 1.588 97.909 
  
18 .225 1.182 99.091 
  
19 .173 .909 100.000 
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Total Variance Explained 
Component 
Extraction Sums of Squared 
Loadings 
Rotation Sums of Squared 
Loadingsa 
Cumulative % Total 
1 29.351 4.896 
2 45.617 3.008 
3 54.101 2.201 
4 60.570 3.172 
5   
6   
7   
8   
9   
10   
11   
12   
13   
14   
15   
16   
17   
18   
19   
 
Extraction Method: Principal Component Analysis. 
a. When components are correlated, sums of squared loadings cannot be added to obtain a total variance. 
Graph 1: Scree Plot  
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Graph 2: Parallel analysis 
 
Reliability of factors comprising construct one 
 
Factor one:  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.868 10 
 
 
Factor two: 
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.357 5 
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Table 3: Item-Total Statistics 
 
Scale Mean if 
Item Deleted 
Scale Variance if 
Item Deleted 
Corrected Item-
Total Correlation 
Cronbach's 
Alpha if Item 
Deleted 
Q11.7 13.9781 5.860 .215 .277 
Q11.11 15.4310 10.121 -.485 .778 
Q11.13 13.9949 4.430 .549 -.039a 
Q11.14 13.9747 4.682 .513 .014 
Q11.15 14.0556 4.120 .574 -.097a 
 
a. The value is negative due to a negative average covariance among items. This 
violates reliability model assumptions. You may want to check item codings. 
 
 
Factor two after deleting question 11.11 
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.777 4 
 
Factor three 
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.774 2 
 
 
 
Factor four 
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.858 2 
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Factor Analysis After deleting Q11.11 and determining the number 
of factors by parallel analysis and scree plot, which gave the same 
loading for variables within factors that consequently imply the 
same reliability for each factor. 
 
 
Table 4: KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .838 
Bartlett's Test of Sphericity Approx. Chi-Square 4692.329 
df 153 
Sig. .000 
 
 
 
Table 5: Total Variance Explained 
Component 
Initial Eigenvalues 
Extraction Sums of Squared 
Loadings 
Total % of Variance Cumulative % Total % of Variance 
1 5.562 30.900 30.900 5.562 30.900 
2 2.781 15.449 46.348 2.781 15.449 
3 1.510 8.390 54.738 1.510 8.390 
4 1.207 6.703 61.442 1.207 6.703 
5 .954 5.300 66.742 
  
6 .874 4.853 71.595 
  
7 .743 4.130 75.724 
  
8 .718 3.989 79.714 
  
9 .577 3.204 82.918 
  
10 .490 2.721 85.639 
  
11 .450 2.500 88.139 
  
12 .390 2.164 90.303 
  
13 .375 2.082 92.385 
  
14 .344 1.908 94.293 
  
15 .327 1.817 96.110 
  
16 .303 1.682 97.792 
  
17 .224 1.246 99.038 
  
18 .173 .962 100.000 
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Total Variance Explained 
Component 
Extraction Sums of Squared 
Loadings 
Rotation Sums of Squared 
Loadingsa 
Cumulative % Total 
1 30.900 4.736 
2 46.348 2.826 
3 54.738 2.039 
4 61.442 3.364 
5   
6   
7   
8   
9   
10   
11   
12   
13   
14   
15   
16   
17   
18   
 
Extraction Method: Principal Component Analysis. 
a. When components are correlated, sums of squared loadings cannot be added to obtain a total variance. 
Graph 3: Scree Plot  
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Graph 4: Parallel analysis  
 
 
Construct two:  
 
 
 
Table 6: KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 
.727 
Bartlett's Test of Sphericity Approx. Chi-Square 
4821.695 
df 
276 
Sig. 
.000 
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Table 7: Total Variance Explained 
Component 
Initial Eigenvalues 
Extraction Sums of Squared 
Loadings 
Total % of Variance Cumulative % Total % of Variance 
1 3.851 16.048 16.048 3.851 16.048 
2 3.267 13.613 29.661 3.267 13.613 
3 2.062 8.591 38.252 2.062 8.591 
4 1.942 8.091 46.343 1.942 8.091 
5 1.662 6.924 53.267 1.662 6.924 
6 1.148 4.783 58.050 1.148 4.783 
7 1.048 4.368 62.418 1.048 4.368 
8 .999 4.164 66.581   
9 .902 3.757 70.338   
10 .823 3.430 73.769   
11 .799 3.330 77.098   
12 .669 2.786 79.885   
13 .609 2.537 82.422   
14 .576 2.399 84.822   
15 .562 2.344 87.165   
16 .532 2.215 89.380   
17 .511 2.128 91.508   
18 .424 1.766 93.273   
19 .393 1.636 94.910   
20 .346 1.441 96.351   
21 .311 1.295 97.645   
22 .258 1.075 98.720   
23 .230 .960 99.680   
24 .077 .320 100.000   
 
Total Variance Explained 
Component 
Extraction Sums of Squared 
Loadings 
Rotation Sums of Squared 
Loadingsa 
Cumulative % Total 
1 16.048 3.204 
2 29.661 3.131 
3 38.252 2.567 
4 46.343 2.295 
5 53.267 2.216 
6 58.050 1.570 
7 62.418 1.208 
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8   
9   
10   
11   
12   
13   
14   
15   
16   
17   
18   
19   
20   
21   
22   
23   
24   
 
Extraction Method: Principal Component Analysis. 
a. When components are correlated, sums of squared loadings cannot be added to obtain a total variance. 
 
Graph 5: Scree Plot  
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Graph 6: parallel analysis 
 
 
 
 
After rerun the factor analysis based on parallel analysis 
 
Table 8: Total Variance Explained 
Component 
Initial Eigenvalues 
Extraction Sums of Squared 
Loadings 
Total % of Variance Cumulative % Total % of Variance 
1 3.851 16.048 16.048 3.851 16.048 
2 3.267 13.613 29.661 3.267 13.613 
3 2.062 8.591 38.252 2.062 8.591 
4 1.942 8.091 46.343 1.942 8.091 
5 1.662 6.924 53.267 1.662 6.924 
6 1.148 4.783 58.050   
7 1.048 4.368 62.418   
8 .999 4.164 66.581   
9 .902 3.757 70.338   
10 .823 3.430 73.769   
11 .799 3.330 77.098   
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12 .669 2.786 79.885   
13 .609 2.537 82.422   
14 .576 2.399 84.822   
15 .562 2.344 87.165   
16 .532 2.215 89.380   
17 .511 2.128 91.508   
18 .424 1.766 93.273   
19 .393 1.636 94.910   
20 .346 1.441 96.351   
21 .311 1.295 97.645   
22 .258 1.075 98.720   
23 .230 .960 99.680   
24 .077 .320 100.000   
 
Total Variance Explained 
Component 
Extraction Sums of Squared 
Loadings 
Rotation Sums of Squared 
Loadingsa 
Cumulative % Total 
1 16.048 3.140 
2 29.661 3.221 
3 38.252 2.622 
4 46.343 2.231 
5 53.267 2.164 
6   
7   
8   
9   
10   
11   
12   
13   
14   
15   
16   
17   
18   
19   
20   
21   
22   
23   
24   
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Extraction Method: Principal Component Analysis. 
a. When components are correlated, sums of squared loadings cannot be added to obtain a total variance. 
 
 
Reliability of factors comprising construct two  
 
Factor one  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.865 4 
 
Factor two 
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.789 6 
 
 
Factor three 
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.712 4 
 
 
Factor four  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.771 3 
 
 
Factor five  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.311 4 
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Table 9: Item-Total Statistics 
 
Scale Mean if 
Item Deleted 
Scale Variance if 
Item Deleted 
Corrected Item-
Total Correlation 
Cronbach's 
Alpha if Item 
Deleted 
Q14.9 9.8998 3.435 .277 .103 
Q14.14 9.9649 3.181 .385 -.040a 
Q14.20 9.9332 3.066 .466 -.138a 
Q14.15 11.6010 5.825 -.270 .708 
 
a. The value is negative due to a negative average covariance among items. This 
violates reliability model assumptions. You may want to check item codings. 
 
 
 
Factor five after deleting question 14.15 
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.708 3 
 
 
Rerun factor Analysis after deleting four questions and specifying 
the number of factors to be extracted based on parallel analysis.   
 
Table 10: KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 
.730 
Bartlett's Test of Sphericity Approx. Chi-Square 
4581.251 
df 
190 
Sig. 
.000 
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Table 11: Total Variance Explained 
Component 
Initial Eigenvalues 
Extraction Sums of Squared 
Loadings 
Total % of Variance Cumulative % Total % of Variance 
1 3.749 18.747 18.747 3.749 18.747 
2 3.124 15.622 34.369 3.124 15.622 
3 2.044 10.219 44.588 2.044 10.219 
4 1.910 9.549 54.137 1.910 9.549 
5 1.600 7.999 62.137 1.600 7.999 
6 .935 4.674 66.810   
7 .847 4.233 71.043   
8 .757 3.785 74.828   
9 .679 3.396 78.225   
10 .586 2.932 81.157   
11 .570 2.852 84.009   
12 .554 2.768 86.777   
13 .522 2.610 89.387   
14 .440 2.199 91.586   
15 .416 2.080 93.666   
16 .371 1.853 95.519   
17 .321 1.606 97.125   
18 .266 1.329 98.454   
19 .232 1.159 99.613   
20 .077 .387 100.000   
 
Total Variance Explained 
Component 
Extraction Sums of Squared 
Loadings 
Rotation Sums of Squared 
Loadingsa 
Cumulative % Total 
1 18.747 3.161 
2 34.369 3.090 
3 44.588 2.573 
4 54.137 2.222 
5 62.137 2.185 
6   
7   
8   
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9   
10   
11   
12   
13   
14   
15   
16   
17   
18   
19   
20   
 
Extraction Method: Principal Component Analysis. 
a. When components are correlated, sums of squared loadings cannot be added to obtain a total variance. 
 
Graph 7: Scree plot  
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Graph 8: parallel analysis after deleting four questions 
 
 
Construct three: 
 
 
Table 12: KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .581 
Bartlett's Test of Sphericity Approx. Chi-Square 1870.154 
df 21 
Sig. .000 
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 Table 13: Total Variance Explained 
Component 
Initial Eigenvalues 
Extraction Sums of Squared 
Loadings 
Total % of Variance Cumulative % Total % of Variance 
1 
2.476 35.369 35.369 2.476 35.369 
2 
1.936 27.654 63.023 1.936 27.654 
3 
1.018 14.540 77.563 1.018 14.540 
4 
.843 12.044 89.607 
  
5 
.376 5.367 94.975 
  
6 
.222 3.175 98.149 
  
7 
.130 1.851 100.000 
  
 
Total Variance Explained 
Component 
Extraction Sums of Squared 
Loadings 
Rotation Sums of Squared 
Loadingsa 
Cumulative % Total 
1 
35.369 1.969 
2 
63.023 2.005 
3 
77.563 1.833 
4   
5   
6   
7   
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Graph 9: Scree Plot  
 
Graph 10: Parallel analysis  
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Rerun factor analysis after determining the number of factors 
based parallel analysis.  
 
 
Table 14: KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 
.581 
Bartlett's Test of Sphericity Approx. Chi-Square 
1870.154 
df 
21 
Sig. 
.000 
 
 
Table 15: Total Variance Explained 
Component 
Initial Eigenvalues 
Extraction Sums of Squared 
Loadings 
Total % of Variance Cumulative % Total % of Variance 
1 2.476 35.369 35.369 2.476 35.369 
2 1.936 27.654 63.023 1.936 27.654 
3 1.018 14.540 77.563   
4 .843 12.044 89.607   
5 .376 5.367 94.975   
6 .222 3.175 98.149   
7 .130 1.851 100.000   
 
Total Variance Explained 
Component 
Extraction Sums of Squared 
Loadings 
Rotation Sums of Squared 
Loadingsa 
Cumulative % Total 
1 35.369 2.426 
2 63.023 2.033 
3   
4   
5   
6   
7   
 
Extraction Method: Principal Component Analysis. 
a. When components are correlated, sums of squared loadings cannot be added to obtain a total variance. 
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Reliability of factors comprising construct three  
 
Factor one  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.777 4 
 
 
Factor two  
Reliability Statistics 
Cronbach's Alpha N of Items 
.715 3 
 
 
Construct four: 
 
 
Table 16: KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .918 
Bartlett's Test of Sphericity Approx. Chi-Square 12619.195 
df 351 
Sig. .000 
 
 
Table 17: Total Variance Explained 
Component 
Initial Eigenvalues 
Extraction Sums of Squared 
Loadings 
Total % of Variance Cumulative % Total % of Variance 
1 10.630 39.369 39.369 10.630 39.369 
2 3.305 12.242 51.611 3.305 12.242 
3 1.800 6.665 58.276 1.800 6.665 
4 1.505 5.573 63.849 1.505 5.573 
5 1.275 4.722 68.572 1.275 4.722 
6 1.106 4.096 72.667 1.106 4.096 
7 .896 3.318 75.985   
8 .875 3.240 79.225   
9 .686 2.540 81.765   
10 .597 2.212 83.977   
11 .468 1.734 85.711   
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12 .449 1.663 87.374   
13 .410 1.518 88.892   
14 .349 1.292 90.183   
15 .327 1.213 91.396   
16 .311 1.151 92.547   
17 .266 .986 93.533   
18 .257 .950 94.483   
19 .238 .880 95.363   
20 .214 .791 96.154   
21 .201 .745 96.900   
22 .186 .691 97.590   
23 .176 .650 98.240   
24 .143 .531 98.772   
25 .135 .500 99.272   
26 .109 .404 99.675   
27 .088 .325 100.000   
 
 
 
Total Variance Explained 
Component 
Extraction Sums of Squared 
Loadings 
Rotation Sums of Squared 
Loadingsa 
Cumulative % Total 
1 39.369 8.453 
2 51.611 7.843 
3 58.276 2.832 
4 63.849 4.044 
5 68.572 2.069 
6 72.667 3.348 
7   
8   
9   
10   
11   
12   
13   
14   
15   
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16   
17   
18   
19   
20   
21   
22   
23   
24   
25   
26   
27   
 
Extraction Method: Principal Component Analysis. 
a. When components are correlated, sums of squared loadings cannot be added to obtain a total variance. 
 
Graph 11: Scree Plot  
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Graph 12: Parallel analysis 
 
 
Rerun factor analysis after determining the number of factors 
based on parallel analysis.  
 
Table 18: KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .918 
Bartlett's Test of Sphericity Approx. Chi-Square 
12619.195 
df 
351 
Sig. 
.000 
 
Extraction Method: Principal 
Component Analysis. 
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Table 19: Total Variance Explained 
Component 
Initial Eigenvalues 
Extraction Sums of Squared 
Loadings 
Total % of Variance Cumulative % Total % of Variance 
1 10.630 39.369 39.369 10.630 39.369 
2 3.305 12.242 51.611 3.305 12.242 
3 1.800 6.665 58.276 1.800 6.665 
4 1.505 5.573 63.849 1.505 5.573 
5 1.275 4.722 68.572 1.275 4.722 
6 1.106 4.096 72.667   
7 .896 3.318 75.985   
8 .875 3.240 79.225   
9 .686 2.540 81.765   
10 .597 2.212 83.977   
11 .468 1.734 85.711   
12 .449 1.663 87.374   
13 .410 1.518 88.892   
14 .349 1.292 90.183   
15 .327 1.213 91.396   
16 .311 1.151 92.547   
17 .266 .986 93.533   
18 .257 .950 94.483   
19 .238 .880 95.363   
20 .214 .791 96.154   
21 .201 .745 96.900   
22 .186 .691 97.590   
23 .176 .650 98.240   
24 .143 .531 98.772   
25 .135 .500 99.272   
26 .109 .404 99.675   
27 .088 .325 100.000   
 
Total Variance Explained 
Component 
Extraction Sums of Squared Loadings Rotation Sums of Squared Loadingsa 
Cumulative % Total 
1 39.369 8.034 
2 51.611 8.454 
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3 58.276 2.365 
4 
63.849 3.969 
5 68.572 3.281 
6   
7   
8   
9   
10   
11   
12   
13   
14   
15   
16   
17   
18   
19   
20   
21   
22   
23   
24   
25   
26   
27   
 
Extraction Method: Principal Component Analysis. 
a. When components are correlated, sums of squared loadings cannot be added to obtain a total variance. 
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Reliability of factors comprising construct four. 
 
 
Factor one  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.925 8 
 
Factor two  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.945 8 
 
 
Factor three  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.811 2 
 
 
Factor four  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.756 5 
 
 
Factor five  
 
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.754 4 
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Construct five:  
 
 
Table 20: KMO and Bartlett's Test 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .753 
Bartlett's Test of Sphericity Approx. Chi-Square 4800.622 
df 153 
Sig. .000 
 
Table 21: Total Variance Explained 
Component 
Initial Eigenvalues 
Extraction Sums of Squared 
Loadings 
Total % of Variance Cumulative % Total % of Variance 
1 4.442 24.677 24.677 4.442 24.677 
2 2.504 13.909 38.587 2.504 13.909 
3 2.154 11.968 50.554 2.154 11.968 
4 1.617 8.985 59.539 1.617 8.985 
5 1.535 8.529 68.068 1.535 8.529 
6 .946 5.257 73.325   
7 .781 4.338 77.663   
8 .680 3.778 81.441   
9 .569 3.162 84.602   
10 .468 2.603 87.205   
11 .411 2.284 89.489   
12 .362 2.013 91.502   
13 .346 1.922 93.424   
14 .286 1.589 95.014   
15 .277 1.538 96.552   
16 .238 1.320 97.872   
17 .219 1.219 99.092   
18 .163 .908 100.000   
 
Total Variance Explained 
Component 
Extraction Sums of Squared Loadings Rotation Sums of Squared Loadingsa 
Cumulative % Total 
1 24.677 4.064 
2 38.587 2.708 
3 50.554 2.335 
4 59.539 2.108 
5 68.068 1.864 
6   
433 
 
7   
8   
9   
10   
11   
12   
13   
14   
15   
16   
17   
18   
 
Extraction Method: Principal Component Analysis. 
a. When components are correlated, sums of squared loadings cannot be added to obtain a total variance. 
 
Graph 13: Scree Plot  
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Graph 14: Parallel analysis  
 
 
Reliability of factors comprising construct five.   
 
Factor one  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.858 7 
 
 
Factor two 
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.868 3 
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Factor three  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.700 4 
 
 
 
Factor four  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.868 2 
 
 
 
Factor five  
 
Reliability Statistics 
Cronbach's Alpha N of Items 
.720 2 
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Appendix (F): mean score tables across objectives  
 
Objective one:  
 
Table 1: The mean score for managers and auditors (objective one). 
Group of respondents  
                                                    
Mean  
Items  
managers’ 
mean 
Auditors’ 
mean 
The mean of 
both group 
together 
Mean rank 
Q10.1: banks and creditors  3.97 3.79 3.92 2 
Q10.2: suppliers  3.30 3.22 3.28 6 
Q10.3: financial analyst  3.55 3.55 3.55 4 
Q10.4: managers 4.23 4.12 4.20 1 
Q10.5: customers 2.75 2.47 2.67 9 
Q10.6: public authorities  3.86 3.77 3.84 3 
Q107: individual investors 3.35 3.32 3.34 5 
Q10.8: employees 2.36 2.52 2.40 10 
Q10.9: credit agencies  3.34 2.72 3.18 7 
Q10.10: institutional 
investors 
3.33 2.65 3.15 8 
Q10.11: shareholders 2.23 2.49 2.30 11 
Total  3.30 3.15 3.26  
 Scale:  
1: Never, 2: Rarely, 3: Sometime, 4: Often, 5: very often   
 
 
Objective two: 
Table 2: The mean score for managers and auditors (objective two). 
 Group of respondents 
 
                                                      Mean  
Items  
managers’ 
mean 
Auditors’ 
mean 
Both groups 
Fa
ct
o
r 
o
n
e
 
Q11.17: comparisons of financial 
statement of same size abroad.   
3.26 3.63 3.36 
Q11.16: comparisons of financial 
statement of same size domestically.   
3.07 3.43 3.17 
Q11.5: safeguarding assets and obtaining 
good control.  
3.45 3.61 3.49 
Q11.19: obtaining finance.  3.17 3.51 3.26 
Q11.2: lack of knowledge of IFRS.  3.07 3.36 3.19 
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Q11.1: lack of expertise of qualified 
employees in accounting. 
2.82 3.55 2.96 
Q11.18: disclose critical information to 
competitors due to high disclosure 
requirements. 
3.46 3.59 3.49 
Q11.6: inappropriate decision because 
of complexity of financial information.  
3.34 3.55 3.40 
Q11.12: difficulty in making wise 
decision due to lack of financial 
information.  
3.37 3.53 3.41 
Q11.10: financial information does not 
meet the users’ needs in financial 
statements.    
3.35 3.18 3.31 
Mean of factor one: problems in financial 
information and lack of expertise in accounting and 
IFRS.  
3.24 3.49 3.30 
Fa
ct
o
r 
tw
o
  
Q11.15: cost of preparing financial 
report 
4.03 3.20 3.81 
Q11.13: the time needed to prepare 
financial report.  
4.00 3.46 3.86 
Q11.14: the effort needed to prepare 
financial report.   
4.06 3.41 3.89 
Q11.7: the high amount of disclosure 
requirements.  
3.97 3.64 3.88 
Mean of factor two: problems pertaining to prepare 
financial report.  
4.02 3.43 3.86 
Fa
ct
o
r 
th
re
e
  
Q11.9: complex recognition of the full 
IFRS.  
3.50 3.09 3.39 
Q11.8: complex measurements of the 
full IFRS.   
3.43 3.20 3.37 
Mean of factor three: complexity of recognition and 
measurements.  
3.47 3.14 3.38 
Fa
ct
o
r 
fo
u
r 
 
Q11.3: bookkeeping cost.  3.13 2.92 3.07 
Q11.4: audit fees.  3.29 3.01 3.22 
Mean of factor four: cost of bookkeeping and 
auditing.  
3.21 2.96 3.15 
Mean of all factors  3.48 3.26 3.42 
Scale:  
1: No applicability, 2: Low applicability, 3: Moderate applicability, 4: High applicability , 5: Very high 
applicability  
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Objective three and seven: 
The omitted topics  
Table 3: The mean score for managers and auditors (objective three, omitted 
topics). 
 Group of respondents 
                                                          Mean  
Items  
Managers’ 
mean 
Auditors’ 
mean 
Both 
groups  
Fa
ct
o
r 
o
n
e
 
Q12.1: Earnings per share 4.26 4.17 4.23 
Q12.2: Interim financial reporting 4.08 4.03 4.06 
Q12.3: Segment reporting 4.06 3.90 4.02 
Q12.4: Issuance of Insurance contract  4.21 3.99 4.16 
Q12.5: Assets held for sale 3.83 3.83 3.83 
Mean of factor one  4.09 3.98 4.06 
Scale: 
1: No relevance , 2: Low relevance, 3: Moderate relevance , 4: High relevance,  
5: Very high relevance  
 
Table 4: The mean score across economic sectors (objective three, omitted 
topics). 
 Economic sectors. 
 
          Mean  
Items   
M
an
u
fa
ct
u
ri
n
g 
Tr
ad
e 
A
gr
ic
u
lt
u
re
 
C
o
n
st
ru
ct
io
n
 
Se
rv
ic
e 
O
ve
ra
ll 
Fa
ct
o
r 
o
n
e
 
Q12.1 4.59 4.24 4.50 4.50 3.96 4.26 
Q12.2 4.21 4.08 4.38 4.27 3.86 4.08 
Q12.3 4.06 4.20 4.08 4.42 3.83 4.06 
Q12.4 4.48 4.20 4.48 4.31 3.96 4.21 
Q12.5 3.94 4.08 4.05 4.04 3.33 3.83 
Mean of factor one 4.25 4.16 4.30 4.31 3.79 4.09 
Scale: 
1: No relevance , 2: Low relevance, 3: Moderate relevance , 4: High relevance, 
5: Very high relevance 
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Table 5: The mean score across legal form entities (objective three, omitted 
topics). 
 Entities’ legal form  
               Mean  
Items  
Limited 
liability 
General 
partnership 
Limited 
partnership 
Civil 
Private 
shareholder 
Over
all 
Fa
ct
o
r 
o
n
e
 
Q12.1 
4.17 4.48 4.57 4.29 4.44 4.26 
Q12.2 4.08 4.08 4.19 4.29 3.88 4.08 
Q12.3 4.08 3.90 4.22 4.71 3.88 4.06 
Q12.4 4.11 4.55 4.57 4.29 4.32 4.21 
Q12.5 3.63 4.35 4.57 4.29 4.16 3.83 
Mean of factor one 4.01 4.27 4.42 4.37 4.14 4.09 
Scale: 
1: No relevance , 2: Low relevance, 3: Moderate relevance , 4: High relevance, 
5: Very high relevance 
 
Table 6: The mean score across entities with different employees’ numbers 
(objective three, omitted topics). 
 Employees’ number.  
                 Mean  
Items 
1-9 10-49 50-249 Overall  
Fa
ct
o
r 
o
n
e
 
Q12.1 
4.31 4.36 4.12 4.26 
Q12.2 
4.26 3.98 4.15 4.08 
Q12.3 
4.10 4.04 4.09 4.06 
Q12.4 
4.26 4.27 4.13 4.21 
Q12.5 
4.00 3.85 3.75 3.83 
Mean of factor one  
4.18 4.10 4.05 4.09 
More than 250 employees’ category has not been included as none of the participant 
belonged to this category. 
Scale: 
1: No relevance , 2: Low relevance, 3: Moderate relevance , 4: High relevance, 
5: Very high relevance 
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Table 7: The mean score across different range of total assets and turnover 
(objective three, omitted topics). 
 Range of turnover and total assets 
 Hereafter  A B C D E F J  
 Mean 
 
 
 
 
 
 
 
 
 
Item  C
ro
ss
ta
b
 o
f 
tu
rn
o
ve
r 
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d
 a
ss
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s 
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o
ve
r 
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ss
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h
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O
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h
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9
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0
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D
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3
8
,9
1
5
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0
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D
 
1
,8
1
0
,0
0
0
 J
D
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9
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5
0
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0
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 J
D
 
9
,0
5
0
,0
0
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 J
D
 t
o
 
3
8
,9
1
5
,0
0
0
 J
D
 
Fa
ct
o
r 
o
n
e
 
Q12.1 4.23 4.50 5.00 4.23 4.41 5.00 4.25 4.26 
Q12.2 3.93 4.25 4.00 4.17 4.50 4.00 4.25 4.08 
Q12.3 3.98 4.00 5.00 4.11 4.41 4.00 4.50 4.06 
Q12.4 4.19 4.40 4.50 4.19 4.36 5.00 4.25 4.21 
Q12.5 3.77 3.30 3.50 3.93 3.82 4.00 4.75 3.83 
Mean of factor one 4.02 4.09 4.40 4.13 4.30 4.40 4.40 4.09 
Some crosstab of annual turnover and total assets were not included as these categories did 
not include any participant. 
Scale: 
1: No relevance , 2: Low relevance, 3: Moderate relevance , 4: High relevance, 
5: Very high relevance 
 
 
Table 8: The mean score for two management’s styles (objective three, 
omitted topics). 
 Whether owners are involved directly in management 
                             Mean  
Items  
Yes No Overall 
Fa
ct
o
r 
o
n
e 
 
Q12.1 4.27 4.23 4.26 
Q12.2 4.08 4.05 4.08 
Q12.3 4.12 3.94 4.06 
Q12.4 4.24 4.15 4.21 
Q12.5 3.86 3.73 3.83 
Mean of factor one 4.11 4.02 4.09 
Scale: 
1: No relevance , 2: Low relevance, 3: Moderate relevance , 4: High relevance, 
5: Very high relevance 
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The suitability of accounting topics  
Table 9: The mean score for managers and auditors (objective three, 
suitability of topics). 
 Group of respondents 
                                                       Mean  
 
Items  
M
an
ag
er
s’
 
m
ea
n
 
A
u
d
it
o
rs
’ 
m
ea
n
 
B
o
th
 g
ro
u
p
  
Fa
ct
o
r 
o
n
e
 
Q14.2: presenting a combined statement of income 
and retained earnings.  
3.73 3.28 3.62 
Q14.1: presenting only one comparative period in 
the statement of financial position.  
3.73 3.25 3.60 
Q14.3: reduce disclosure requirements. 4.01 3.56 3.89 
Q14.4: exemption from disclosing the fair value of 
investment property.   
4.04 3.78 3.97 
Mean of factor one: presentation issues.  3.88 3.47 3.77 
Fa
ct
o
r 
tw
o
 
Q14.22: to expense research and development cost 
instead of capitalise development. 
3.26 3.41 3.30 
Q14.21: to expense borrowing cost instead of 
capitalise interest. 
3.17 3.40 3.23 
Q14.16: expense the cost of arrangement and 
negation of lease that are incurred by manufactures 
or dealers, instead of capitalise them. 
3.10 3.36 3.17 
Q14.5: exemption from disclosing the effect of 
changing in standards.  
3.03 2.28 2.83 
Q14.17: exemption from using straight line method 
to recognise the operating lease payments, when 
these payments are organised to rise in line with 
anticipated inflation.  
3.25 2.48 3.05 
Q14.24: disallowing the reference to another 
standard-setting body.  
3.51 3.32 3.46 
Mean of factor two: expensing instead of capitalising, lease and 
standards issues.  
3.22 3.04 3.17 
Fa
ct
o
r 
th
re
e 
Q14.12: using only the cost model for intangibles.  2.47 3.64 2.78 
Q14.8: using only the cost model for property, plant 
and equipment.  
2.29 3.57 2.62 
Q14.7: measuring investment property based on 
circumstances by using fair value or cost-
depreciation-impairment method.  
2.58 3.79 2.90 
Q14.19: use the most recent purchase price to 
approximate the cost of inventory.  
3.53 3.87 3.62 
Mean of factor three: how to measure some assets.  2.72 3.72 2.98 
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Fa
ct
o
r 
fo
u
r 
Q14.13: presuming the life of intangible assets as 10 
years.  
3.82 3.91 3.85 
Q14.11: considering the useful life of intangible 
assets as finite.  
3.92 3.73 3.87 
Q14.10: amortise (other than goodwill indefinite 
life) intangible assets over 10 years, impairment test 
is performed only when there is indication for 
impairment.  
3.82 3.76 3.80 
Mean of factor four: issues pertaining to intangible assets.  3.85 3.80 3.84 
Fa
ct
o
r 
fi
ve
 
Q14.20: discard the indication for impairment when 
the net assets of an entity exceed its market 
capitalisation.  
3.84 3.94 3.87 
Q14.14: exemption from reviewing the estimation 
annually. Unless there are considerable variances 
between current and last report value.   
3.79 3.97 3.83 
Q14.9: to account for assets’ depreciation 
separately if the pattern of expected economic 
benefit of that asset was different, instead of 
considering the significant cost of the pertinent asset 
as criteria to account for such asset separately.    
3.91 3.89 3.90 
Mean of factor five: estimation issues.  3.85 3.94 3.87 
Mean of all factors  3.50 3.59 3.53 
Scale:  
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
Table 10: The mean across economic sectors (objective three, suitability of 
topics). 
 Economic sectors. 
       Mean 
Items   
Manufacturing Trade Agriculture Construction Service Overall 
Fa
ct
o
r 
o
n
e
 Q14.2 3.38 3.82 3.83 3.73 3.82 3.73 
Q14.1 3.28 3.86 3.80 3.77 3.81 3.73 
Q14.3 4.18 4.04 3.93 3.96 3.89 4.01 
Q14.4 4.24 4.04 3.93 3.65 4.01 4.04 
Mean of factor 
one 
3.77 3.94 3.87 3.78 3.88 3.88 
Fa
ct
o
r 
tw
o
 
Q14.22 3.10 3.29 3.18 3.23 3.34 3.26 
Q14.21 2.89 3.14 3.28 3.23 3.34 3.17 
Q14.16 2.88 3.01 3.28 2.85 3.35 3.10 
Q14.5 3.11 2.78 3.58 3.38 3.05 3.03 
Q14.17 3.05 3.51 2.77 3.19 3.18 3.25 
Q14.24 3.70 3.27 3.55 3.23 3.76 3.51 
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Mean of factor 
two 
3.12 3.17 3.27 3.19 3.34 3.22 
Fa
ct
o
r 
th
re
e 
Q14.12 2.52 2.31 2.46 3.16 2.52 2.47 
Q14.8 
2.38 2.08 2.45 2.32 2.44 2.29 
Q14.7 
3.06 2.28 2.37 2.04 2.83 2.58 
Q14.19 
3.88 3.15 2.87 3.52 3.98 3.53 
Mean of factor 
three 
2.96 2.46 2.54 2.76 2.94 2.72 
Fa
ct
o
r 
fo
u
r Q14.13 4.32 3.93 3.98 3.31 3.45 3.82 
Q14.11 4.25 4.00 4.18 3.56 3.60 3.92 
Q14.10 4.18 3.86 4.13 3.60 3.48 3.82 
Mean of factor 
four 
4.25 3.93 4.09 3.49 3.51 3.85 
Fa
ct
o
r 
fi
ve
 
Q14.20 3.88 4.01 3.83 3.54 3.67 3.84 
Q14.14 3.95 3.66 4.28 3.96 3.66 3.79 
Q14.9 3.78 4.07 4.43 4.12 3.59 3.91 
Mean of factor 
five  
3.87 3.91 4.18 3.87 3.64 3.85 
Mean of all 
factors 
3.59 3.48 3.59 3.42 3.46 3.50 
Scale:  
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
Table 11: The mean score across legal forms (objective three, suitability of 
topics). 
 Entities’ legal form  
               
Mean  
Items  
Limited 
liability 
General 
partnership 
Limited 
partnership 
Civil 
Private 
shareholder 
Overall 
Fa
ct
o
r 
o
n
e
 
Q14.2 3.67 4.31 4.29 4.29 2.36 3.73 
Q14.1 3.64 4.39 4.32 4.14 2.44 3.73 
Q14.3 3.97 4.34 4.25 4.57 3.28 4.01 
Q14.4 4.02 4.21 4.36 4.29 3.44 4.04 
Mean of factor one 3.82 4.31 4.30 4.32 2.88 3.88 
Fa
ct
o
r 
tw
o
 
Q14.22 3.31 3.10 3.18 3.17 3.04 3.26 
Q14.21 3.16 3.13 3.46 3.33 3.00 3.17 
Q14.16 3.11 3.10 3.11 3.29 2.84 3.10 
Q14.5 3.10 2.84 2.64 3.29 2.96 3.03 
Q14.17 3.33 3.15 3.07 3.57 2.56 3.25 
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Q14.24 3.51 3.47 3.30 3.86 3.84 3.51 
Mean of factor two 3.25 3.13 3.13 3.42 3.04 3.22 
Fa
ct
o
r 
th
re
e 
Q14.12 2.57 2.10 2.48 2.29 2.20 2.47 
Q14.8 2.36 1.85 2.30 2.86 2.24 2.29 
Q14.7 2.69 2.08 2.46 1.83 2.60 2.58 
Q14.19 3.51 3.53 3.59 4.40 3.44 3.53 
Mean of factor three 2.78 2.39 2.71 2.84 2.62 2.72 
Fa
ct
o
r 
fo
u
r Q14.13 3.80 3.92 4.18 3.86 3.52 3.82 
Q14.11 3.88 4.16 4.11 4.00 3.56 3.92 
Q14.10 3.82 3.82 3.92 3.83 3.60 3.82 
Mean of factor four 3.83 3.97 4.07 3.90 3.56 3.85 
Fa
ct
o
r 
fi
ve
 Q14.20 3.73 4.13 4.11 4.29 4.20 3.84 
Q14.14 3.67 4.13 3.96 4.29 4.16 3.79 
Q14.9 3.81 4.13 4.30 4.43 4.08 3.91 
Mean of factor five  3.73 4.13 4.12 4.33 4.15 3.85 
Mean of all factors 3.49 3.59 3.67 3.76 3.25 3.50 
Scale:  
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
 
Table 12: The mean score across entities with different employees’ numbers 
(objective three, suitability of topics). 
 Employees’ number.  
                 Mean  
Items 
1-9 10-49 50-249 Overall  
Fa
ct
o
r 
o
n
e
 Q14.2 3.97 3.80 3.61 3.73 
Q14.1 3.92 3.84 3.56 3.73 
Q14.3 4.03 4.09 3.90 4.01 
Q14.4 4.18 4.07 3.96 4.04 
Mean of factor one  4.03 3.95 3.76 3.88 
Fa
ct
o
r 
tw
o
 
Q14.22 3.53 3.28 3.17 3.26 
Q14.21 3.59 3.16 3.09 3.17 
Q14.16 3.45 3.14 2.97 3.10 
Q14.5 3.26 3.07 2.92 3.03 
Q14.17 3.49 3.29 3.14 3.25 
Q14.24 3.59 3.58 3.42 3.51 
Mean of factor two 3.48 3.25 3.12 3.22 
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Fa
ct
o
r 
th
re
e Q14.12 
2.36 2.41 2.58 2.47 
Q14.8 2.08 2.24 2.40 2.29 
Q14.7 2.56 2.48 2.70 2.58 
Q14.19 3.39 3.54 3.54 3.53 
Mean of factor three 2.60 2.67 2.80 2.72 
Fa
ct
o
r 
fo
u
r 
Q14.13 3.74 3.91 3.73 3.82 
Q14.11 3.89 4.01 3.80 3.92 
Q14.10 3.74 3.90 3.74 3.82 
Mean of factor four 3.79 3.94 3.76 3.85 
Fa
ct
o
r 
fi
ve
  Q14.20 
3.97 3.90 3.74 3.84 
Q14.14 3.87 3.77 3.79 3.79 
Q14.9 3.95 3.98 3.81 3.91 
Mean of factor five  3.93 3.88 3.78 3.85 
Mean of all factors 3.57 3.54 3.44 3.50 
More than 250 employees’ category has not been included as none of participant was belong 
to this category. 
Scale:  
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
Table 13: The mean score across different range of total assets and turnover 
(objective three, suitability of topics). 
 Range of turnover and total assets 
 Hereafter  A B C D E F G  
 Mean 
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Fa
ct
o
r 
o
n
e
 Q14.2 3.77 3.45 4.50 3.75 3.55 4.00 3.50 3.73 
Q14.1 3.74 3.45 4.50 3.76 3.59 5.00 3.25 3.73 
Q14.3 4.02 4.35 4.00 3.95 4.18 4.00 3.25 4.01 
Q14.4 4.00 4.40 4.50 4.03 4.00 5.00 3.75 4.04 
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Mean of factor one 3.88 3.91 4.38 3.87 3.83 4.50 3.44 3.88 
Fa
ct
o
r 
tw
o
 
Q14.22 3.31 3.45 4.50 3.19 3.09 2.00 2.75 3.26 
Q14.21 3.24 3.00 3.00 3.15 3.00 2.00 3.00 3.17 
Q14.16 3.16 3.00 3.00 3.09 2.86 2.00 2.75 3.10 
Q14.5 3.10 3.15 3.00 2.98 2.86 1.00 2.00 3.03 
Q14.17 3.30 3.50 4.00 3.14 3.55 3.00 2.25 3.25 
Q14.24 3.59 3.70 2.50 3.47 3.36 1.00 2.50 3.51 
Mean of factor two 3.28 3.30 3.33 3.17 3.12 1.83 2.54 3.22 
Fa
ct
o
r 
th
re
e 
Q14.12 2.45 2.60 3.00 2.43 2.71 5.00 2.75 2.47 
Q14.8 
2.28 2.55 1.50 2.28 2.38 2.00 1.75 2.29 
Q14.7 
2.72 3.11 2.50 2.42 2.27 2.00 2.00 2.58 
Q14.19 
3.62 3.60 4.50 3.39 3.57 4.00 3.25 3.53 
Mean of factor three 2.77 2.96 2.88 2.63 2.73 3.25 2.44 2.72 
Fa
ct
o
r 
fo
u
r Q14.13 3.78 4.10 3.50 3.81 4.18 4.00 3.75 3.82 
Q14.11 3.91 4.20 4.00 3.88 4.00 5.00 4.00 3.92 
Q14.10 3.81 4.05 3.00 3.79 3.90 5.00 3.75 3.82 
Mean of factor four 3.83 4.12 3.50 3.83 4.03 4.67 3.83 3.85 
Fa
ct
o
r 
fi
ve
  Q14.20 3.92 3.85 4.50 3.76 3.77 4.00 3.50 3.84 
Q14.14 3.93 3.85 3.50 3.59 3.86 4.00 4.00 3.79 
Q14.9 3.92 3.80 4.50 3.90 3.86 5.00 4.00 3.91 
Mean of factor five 3.92 3.83 4.17 3.75 3.83 4.33 3.83 3.85 
Mean of all factors 3.54 3.63 3.65 3.45 3.51 3.72 3.22 3.5 
Some crosstab of annual turnover and total assets were not included as these categories did 
not include any participant. 
 
Scale:  
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
  
 
Table 14: The mean score for two management styles (objective three, 
suitability of topics). 
 Whether owners are involved directly in management 
                             Mean  
Items  
Yes No Overall 
Fa
ct
o
r 
o
n
e 
 Q14.2 3.88 3.38 3.73 
Q14.1 3.85 3.44 3.73 
Q14.3 4.08 3.81 4.01 
Q14.4 4.10 3.88 4.04 
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Mean of factor one 3.98 3.63 3.88 
Fa
ct
o
r 
tw
o
 
Q14.22 3.26 3.24 3.26 
Q14.21 3.16 3.21 3.17 
Q14.16 3.13 3.03 3.10 
Q14.5 3.00 3.09 3.03 
Q14.17 3.27 3.20 3.25 
Q14.24 3.52 3.48 3.51 
Mean of factor two 3.22 3.21 3.22 
Fa
ct
o
r 
th
re
e 
Q14.12 2.44 2.55 2.47 
Q14.8 
2.27 2.34 2.29 
Q14.7 
2.53 2.71 2.58 
Q14.19 
3.51 3.57 3.53 
Mean of factor three 2.69 2.79 2.72 
Fa
ct
o
r 
fo
u
r 
Q14.13 3.79 3.90 3.82 
Q14.11 3.91 3.94 3.92 
Q14.10 3.78 3.91 3.82 
Mean of factor four 3.83 3.92 3.85 
Fa
ct
o
r 
fi
ve
 
Q14.20 3.85 3.82 3.84 
Q14.14 3.78 3.80 3.79 
Q14.9 3.94 3.83 3.91 
Mean of factor five  3.86 3.82 3.85 
Mean of all factors  3.51 3.47 3.50 
Scale:  
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
Objective four: 
 
Table 15: The mean score for managers and auditors (objective four). 
 Group of respondents 
                                                          Mean  
Items  Managers’ 
mean 
Auditors’ 
mean 
The mean 
of both 
group 
together 
Fa
ct
o
r 
o
n
e
 
Q15.7: adopting IFRS for SMEs if adoption is 
either mandatory or voluntary. 
3.72 3.76 3.73 
Q15.6: adopting a new uniform set of 
International Financial Reporting Standards.  
3.74 3.89 3.78 
Q15.5: adopting IFRS for SMEs from the first 
year in which it is applied generally or used 
for tax purposes.  
3.78 3.87 3.80 
Q15.3: adopting IFRS for SMEs by all non- 
public entities.  
3.78 3.64 3.75 
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Mean of factor one: wiling to adopt the standards.  3.76 3.79 3.76 
Fa
ct
o
r 
tw
o
 
Q15.4: IFRS for SMEs must be a standalone 
document.  
3.31 3.74 3.42 
Q15.2: making IFRS for SMEs cross reference 
with full IFRS to deal with specific topics that 
are complex or rarely occurred within SMEs. 
3.35 3.78 3.46 
Q15.1: IFRS for SMEs introduce general 
purpose financial statement.   
3.13 3.74 3.30 
Mean of factor two: general concept regarding IFRS for 
SMEs. 
3.26 3.75 3.40 
Mean of all factors  3.51 3.77 3.58 
Scale:  
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
 
 
Objective five:  
 
 
Table 16: The mean score for managers and auditors (objective five). 
 Group of respondents 
                                                                         Mean 
 
  
Items  
Manager
s’ mean 
Auditors’ 
mean 
Both 
groups 
Fa
ct
o
r 
o
n
e
 
Q16.4: preparing financial reports easily.  3.76 3.80 3.77 
Q16.12: simplifying measurements. 3.84 3.89 3.85 
Q16.7: easily understood standards compared to 
full IFRS.  
3.84 3.86 3.85 
Q16.26: simplifying audit work.  3.92 3.90 3.91 
Q16.13: simplifying recognition.  3.86 3.76 3.83 
Q16.16: reducing the amount of time to prepare 
financial reports.  
3.78 3.78 3.78 
Q16.17: reducing the effort needed to prepare 
financial reports. 
3.71 3.80 3.73 
Q16.15: facilitating tax department work.  4.00 3.85 3.96 
Mean of factor one: simplification.  3.84 3.83 3.84 
Fa
ct
o
r 
tw
o
 
Q16.24: improve the quality of accounting 
information for external users.  
3.77 3.92 3.81 
Q16.5: making appropriate decision based on 
non-complex financial information.  
3.85 3.95 3.87 
Q16.25: improve the quality of accounting 
information for internal users. 
3.91 3.94 3.92 
Q16.6: making appropriate decision based on 
more relevant financial information. 
3.84 3.96 3.87 
Q16.14: fulfilling the users’ needs in the financial 
statements.  
3.77 3.83 3.78 
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Q16.10: safeguarding assets and obtaining good 
control.  
3.68 3.95 3.75 
Q16.1: reducing the competition risk by avoiding 
disclosing critical information due to irrelevant 
disclosure requirements.   
3.87 3.89 3.88 
Q16.11: disclosing only the relevant information. 3.89 3.83 3.88 
Mean of factor two: enhance the ability of financial 
information for either decision making process or 
safeguarding and control the entity.  
3.82 3.91 3.85 
Fa
ct
o
r 
th
re
e 
Q16.28: decreasing the large amount of money 
needed to put specialised accounting standards 
for Jordanian SMEs. 
3.64 3.61 3.63 
Q16.27: decreasing the heavy effort to put 
specialised accounting standards for Jordanian 
SMEs. 
3.61 3.70 3.63 
Mean of factor three: developing standards for SMEs in 
Jordan.  
3.62 3.66 3.63 
Fa
ct
o
r 
fo
u
r 
Q16.18: reducing the cost spent to prepare 
financial report.  
4.00 3.75 3.94 
Q16.8: reducing the audit fees. 3.93 3.79 3.89 
Q16.9: reducing the bookkeeping cost.  4.07 3.89 4.03 
Q16.21: reducing the cost for implementing the 
standards.  
3.59 3.48 3.56 
Q16.22: reducing the documentation cost.  3.34 3.69 3.43 
Mean of factor four: reducing the cost incurred by 
companies.  
3.79 3.72 3.77 
Fa
ct
o
r 
fi
ve
 
Q16.19: improving comparability of same size 
domestically.  
3.55 3.81 3.62 
Q16.2: obtaining credit from suppliers.  3.50 3.69 3.55 
Q16.3: obtaining finance.  3.50 3.81 3.58 
Q16.20: improving comparability of same size 
abroad. 
3.60 3.90 3.68 
Mean of factor five: using financial information for either 
comparability or financing decisions purposes.  
3.54 3.80 3.61 
Mean of all factors  3.72 3.78 3.74 
Scale:  
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
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Objective six:  
 
Table 17: The mean score for managers and auditors (objective six). 
 Group of respondents 
                                                                        Mean  
 
Items  
Managers’ 
mean 
Auditors’ 
mean 
Both 
groups 
Fa
ct
o
r 
o
n
e
 
Q17.14: different social and organizational 
culture.  
2.32 3.40 2.60 
Q17.15: different concepts and behaviours.  2.31 3.71 2.68 
Q17.3: failure to separate ownership from 
management 
2.49 3.72 2.81 
Q17.16: different cultural value and 
modernism.  
2.37 3.32 2.62 
Q17.13: different economic environment.  2.30 3.20 2.54 
Q17.8: different role of professional bodies and 
associations. 
2.46 3.20 2.65 
Q17.7: lack of accounting responsibilities by 
external entities. 
2.54 3.43 2.77 
Mean of factor one: external driver.   2.40 3.43 2.67 
Fa
ct
o
r 
tw
o
 
Q17.6: limited financial recourses. 3.80 3.80 3.80 
Q17.17: lack of grantee to obtain credit and 
facilities. 
3.76 3.71 3.75 
Q17.5: finance difficulties. 3.82 3.76 3.80 
Mean of factor two: funding difficulties.  3.79 3.76 3.78 
Fa
ct
o
r 
th
re
e 
Q17.2:  weakness of human resources working 
in accounting field. 
2.99 3.70 3.18 
Q17.4: weakness of accounting and finance 
knowledge among SMEs owners.   
3.06 3.71 3.23 
Q17.1: weakness of applied accounting system. 2.81 3.50 2.99 
Q17.10: measurement and restatement 
difficulties at first time adoption.  
3.76 3.94 3.81 
Mean of factor three: lack of skills in accounting and 
finance.  
3.15 3.71 3.30 
Fa
ct
o
r 
fo
u
r Q17.12: preference of SMEs to prepare 
accounts for tax purposes only.  
2.48 2.83 2.57 
Q17.11: additional cost to prepare a second 
set of financial statements based on accounting 
regulation due to the tax purpose.  
2.38 2.65 2.45 
Mean of factor four: taxation hinders.  2.43 2.74 2.51 
Fa
ct
o
r 
fi
ve
 
Q17.18: different law and legislation.  
2.56 3.36 2.77 
Q17.9: some SMEs are not obligated by 
legislator to publish annual audited report.  
2.58 3.59 2.84 
Mean of factor five: law and legislative hinders.  2.57 3.48 2.80 
Mean of all factors  2.87 3.42 3.01 
Scale:  
1: strongly disagree, 2: disagree, 3: neutral, 4: agree, 5: strongly agree 
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Appendix (G): Levene test analysis  
 
Objective one: 
 
Table 1: Levene test for homogeneity of variances (objective one). 
Items   Homogeneity  of variances (levene test)  Reporting the t 
and P value 
based on 
whether 
equality of 
variances 
assumed or not. 
Df F Sig 
Q10.1 
603 .629 .428 
Assumed  
Q10.2 
603 11.315 .001 
Not assumed  
Q10.3 
603 13.248 .000 
Not assumed 
Q10.4 
603 .309 .579 
Assumed 
Q10.5 
603 21.845 .000 
Not assumed 
Q10.6 
603 .001 .980 
Assumed 
Q10.7 
603 3.502 .062 
Assumed 
Q10.8 
603 4.149 .042 
Not assumed 
Q10.9 
603 13.540 .000 
Not assumed 
Q10.10 
603 .678 .411 
Assumed 
Q10.11 
603 .054 .816 
Assumed 
 
The variances of the following questions were significantly different in 
managers and auditors groups, which were as follow: 
 Question two, F (1, 603) = 11.315, P < .01. 
 Question three, F (1, 603) = 13.248, P < .01. 
 Question five, F (1, 601) = 21.845, P < .01. 
 Question eight, F (1, 603) = 4.149, P < .05.  
 Question nine, F (1, 603) = 13.540, P < .01.  
On the other hand, the variance in these two groups of respondents is equal for 
the following items: 
 Question one: F (1, 603) = .629, ns.  
 Question four: F (1, 603) = .309, ns.  
 Question six: F (1, 603) = .001, ns.  
 Question seven: F (1, 603) = 3.502, ns.  
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 Question ten: F (1, 603) = .678, ns.  
 Question eleven: (1, 603) = .054, ns.  
 
 
 
Objective two: 
 
Table 2: Levene test for homogeneity of variances (objective two). 
Factor  Homogeneity  of variances (levene test)  Reporting the t 
and P value 
based on 
whether 
equality of 
variances 
assumed or not. 
df F Sig 
Factor one 
593 6.76 .010 
Not assumed 
Factor two 
596 17.59 .000 
Not assumed 
Factor three 
603 1.39 .239 
Assumed  
Factor four  
603 2.22 .137 
Assumed  
 
The variances of both factor one and two were significantly different in 
managers and auditors groups, which were F (1, 593) = 6.79, P < .05 for factor 
one, and F (1, 596) = 17.59, P < .01 for factor two. On the other hand, the 
variances between the two groups was equal in factor four, F (1, 603) = 2.22, 
ns.  
 
Objectives three and seven: 
 
Omitted topics;  
 
Table 3: Levene test for homogeneity of variances for both groups (objective 
three, omitted topics). 
Factor  Homogeneity  of variances (levene test)  Reporting the t 
and P value 
based on 
whether 
equality of 
variances 
assumed or not. 
df F Sig 
Factor one 
602 2.825 .093 
Assumed  
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The variances of factor one was not significantly different in managers and 
auditors groups, which were F (1, 602) = 2.825, ns.  
 
Table 4: Levene test for homogeneity of variances regarding economic 
sectors (objective three, omitted topics). 
Factor  Homogeneity  of variances (levene test)  ANOVA test   
df F Sig 
Factor one 
442 6.105 .000 
Welch ANOVA  
 
The variances of factor one was significantly different in all economic sectors, 
F (4, 442) = 6.105, P < .01.  
 
Table 5: Levene test for homogeneity of variances regarding legal form 
entities (objective three, omitted topics). 
Factor  Homogeneity  of variances (levene test)  ANOVA test  
df F Sig 
Factor one 
442 16.644 .000 
Welch ANOVA 
 
The variances of factor one was significantly different in all different legal form 
entities, F (4, 442) = 16.644, P < .01.  
 
Table 6: Levene test for homogeneity of variances regarding employees’ 
numbers (objective three, omitted topics). 
Factor  Homogeneity  of variances (levene test)  ANOVA test   
df F Sig 
Factor one 
444 2.800 .062 
One way ANOVA  
 
The variances in the categories based on employees’ number was equal for 
factor one, F (2, 444) = 2.800, ns.  
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Table 7: Levene test for homogeneity of variances regarding total assets and 
turnover (objective three, omitted topics). 
Factor  
Homogeneity  of variances (levene test)  
ANOVA test  
df F Sig 
Factor one 440 1.515a .184 One way ANOVA 
 
The variances in the groups of entities according to their turnover and total 
assets ranges was equal for factor one, F (5, 440) = 1.515, ns.  
 
Table 8: Levene test for homogeneity of variances regarding management’s 
styles (objective three, omitted topics). 
Factor  Homogeneity  of variances (levene test)  Reporting the t 
and P value 
based on 
whether 
equality of 
variances 
assumed or not. 
df F Sig 
Factor one 
445 .148 .701 
Assumed  
 
The variances of factor one in the two groups of respondents was not 
significantly different that was; F (1, 445) = .148, ns.  
 
Suitability of topics  
 
Table 9: Levene test for homogeneity of variances for auditors and managers 
(objective three, suitability of topics). 
Factor  Homogeneity  of variances (levene test)  Reporting the t 
and P value 
based on 
whether 
equality of 
variances 
assumed or not. 
df F Sig 
Factor one 
603 8.984 .003 
Not assumed  
Factor two 
589 132.606 .000 
Not assumed 
Factor three 
593 .000 .989 
Assumed  
Factor four  
591 12.017 .001 
Not assumed 
Factor five  
600 6.750 .010 
Not assumed 
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The variances of all factors except the third factor were significantly different 
between managers and auditors, which were as follows: 
 Factor one, F (1, 603) = 8.984, P < .01. 
 Factor two, F (1, 589) = 132.606, P < .01. 
 Factor four, F (1, 591) = 12.017, P < .01. 
 Factor five, F (1, 600) = 6.750, P < .05.  
On the other hand, the variances in these two groups of respondents were 
equal for factor three, F (1, 593) = .000, ns.  
 
Table 10: Levene test for homogeneity of variances regarding economic 
sectors (objective three, suitability of topics). 
Factor  Homogeneity  of variances (levene test)  ANOVA test  
df F Sig 
Factor one 
443 1.665 .157 
One way ANOVA 
Factor two 
429 .354 .841 
One way ANOVA 
Factor three 
433 7.184 .000 
Welch ANOVA 
Factor four  
431 18.822 .000 
Welch ANOVA 
Factor five  
440 14.309 .000 
Welch ANOVA 
 
The variances of factor three, factor four, and five were significantly different in 
different economic sectors, which were F (4, 433) = 7.184, P < .01 for factor 
three, and F (4, 431) = 18.822, P < .01 for factor four, and F (4, 440) = 14.309, 
P < .01 for factor five. In comparison, the variances in all sectors did not differ 
significantly for factor one and factor two that were respectively, F (4, 443) = 
1.665, ns, and F (4, 429) = .354, ns.  
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Table 11: Levene test for homogeneity of variances regarding legal forms 
(objective three, suitability of topics). 
Factor  Homogeneity  of variances (levene test)  ANOVA test  
df F Sig 
Factor one 
443 8.851 .000 
Welch ANOVA 
Factor two 
429 .905 .461 
One way 
ANOVA 
Factor three 
433 9.244 .000 
Welch ANOVA 
Factor four  
431 2.887 .022 
Welch ANOVA 
Factor five  
440 7.413 .000 
Welch ANOVA 
 
The variances of all factors except the second factor were significantly different 
in all groups of entities, which were as follows: 
 Factor one, F (4, 443) = 8.851, P < .01. 
 Factor three, F (4, 433) = 9.244, P < .01. 
 Factor four, F (4, 431) = 2.887, P < .05. 
 Factor five, F (4, 440) = 7.413, P < .01.  
On the other hand, the variances in these groups of entities based on their legal 
form was equal for factor two, F (4, 429) = .905, ns.  
 
Table 12: Levene test for homogeneity of variances regarding the number of 
employees (objective three, suitability of topics). 
Factor  Homogeneity  of variances (levene test)  ANOVA test   
df F Sig 
Factor one 445 2.473 .086 One way ANOVA  
Factor two 
431 2.252 .106 
One way ANOVA 
Factor three 435 .010 .990 One way ANOVA 
Factor four  
433 1.696 .185 
One way ANOVA 
Factor five  
442 1.112 .330 
One way ANOVA 
 
All factors did not vary in their variances significantly in all categories of 
employees number, which were from the first  to fifth factor respectively as 
follow; F (2, 445) = 2.473, ns, F (2, 431) = 2.252, ns, F (2, 435) = .010, ns, F (2, 
433) = 1.696, ns, and F (2, 442) = 1.112, ns. 
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Table 13: Levene test for homogeneity of variances regarding total assets and 
turnover (objective three, suitability of topics). 
Factor  Homogeneity  of variances (levene test)  ANOVA test   
df F Sig 
Factor one 
441 .570 .723 
One way 
ANOVA 
Factor two 
427 1.865 .099 
One way 
ANOVA 
Factor three 
431 .865 .505 
One way 
ANOVA 
Factor four  
429 2.077 .067 
One way 
ANOVA 
Factor five  
438 1.215 .301 
One way 
ANOVA 
 
All factors did not differ in their variances significantly in different group of 
entities based on their size, which were from the first  to fifth factor respectively 
as follow; F (5, 441) = .570, ns, F (5, 427) = 1.865, ns, F (5, 431) = .865, ns, F 
(5, 429) = 2.077, ns, and F (5, 438) = 1.215, ns. 
Table 14: Levene test for homogeneity of variances regarding management 
styles (objective three, suitability of topics). 
Factor  Homogeneity  of variances (levene test)  Reporting the t 
and P value 
based on 
whether equality 
of variances 
assumed or not. 
df F Sig 
Factor one 
446 16.705 .000 
Not assumed 
Factor two 
432 .385 .535 
Assumed 
Factor three 
436 1.034 .310 
Assumed 
Factor four  
434 4.890 .028 
Not assumed 
Factor five  
443 0.040 .841 
Assumed 
 
The variances of factor two, factor three, and five were not significantly different 
in the two respondents, groups, which were F (1, 432) = .385, ns, for factor two, 
and F (1, 436) = 1.034, ns, for factor three, and F (1, 443) = 4.890, ns, for factor 
five. Conversely, the variances differed significantly for both factor one and 
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factor four that were respectively, F (1, 446) = 16.705, P < .01, and F (1, 434) 
= 4.890, P < .05.  
 
Adopter vs non-adopter 
 
Table 15: Levene test for homogeneity of variances. 
Items  
Homogeneity  of variances (levene test)  Reporting the t 
and P value 
based on 
whether equality 
of variances 
assumed or not. 
df F Sig 
Q14.4 
446 .128 .725 
Assumed  
Q14.7 
441 .023 .880 
Assumed  
 
The variances of both items in the two groups of adopters and non-adopters 
were equal, F (1, 446) = .128, ns, for Q14.4, and F (1, 441) = .023, ns, for Q14.7.  
 
Table 16: Levene test for homogeneity of variances. 
Items  
Homogeneity  of variances (levene test)  Reporting the t 
and P value 
based on 
whether equality 
of variances 
assumed or not. 
df F Sig 
Q14.9 443 .083 .846 Assumed  
 
The variances of Q14.9 in the two groups of adopters and non-adopters was 
equal, F (1, 443) = .083, ns. 
 
Table 17: Levene test for homogeneity of variances. 
Items  Homogeneity  of variances (levene test)  Reporting the t 
and P value 
based on 
whether equality 
of variances 
assumed or not. 
df F Sig 
Q14.10 440 .000 .991 Assumed  
Q14.11 441 1.833 .179 Assumed  
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Q14.12 443 4.154 .042 Not assumed  
Q14.13 440 5.833 .016 Not assumed  
 
The variances of both Q14.12 and Q14.13 were significantly different in the two 
groups, which were respectively; F (1, 443) = 4.154, P < .05, and F (1, 440) = 
5.833, P < .05. On the contrary, the variances between the two groups of 
respondents were equal for Q14.10, F (1, 440) = .000, ns. Similarly the 
variances between group were equal in Q14.11, F (1, 441) = 1.833, ns.  
 
Table 18: Levene test for homogeneity of variances. 
Items  
Homogeneity  of variances (levene test)  
Reporting the t 
and P value 
based on 
whether equality 
of variances 
assumed or not. 
df F Sig 
Q14.16 443 3.403 .066 Assumed  
 
The variances of Q14.16 in the two groups of adopters and non-adopters was 
not significantly different, F (1, 443) = 3.403, ns. 
 
Table 19: Levene test for homogeneity of variances. 
Items  
Homogeneity  of variances (levene test)  
Reporting the t 
and P value 
based on 
whether equality 
of variances 
assumed or not. 
df F Sig 
Q14.17 444 .953 .330 Assumed  
 
The variances of Q14.16 in the two groups of adopters and non-adopters was 
equalised, F (1, 444) = .953,ns. 
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Table 20: Levene test for homogeneity of variances. 
Items  
Homogeneity  of variances (levene test)  
Reporting the t 
and P value 
based on 
whether equality 
of variances 
assumed or not. 
df F Sig 
Q14.19 443 73.055 .000 Not assumed   
 
The variances of Q14.19 in the two groups of adopters and non-adopters was 
significantly different, F (1, 443) = 73.055, P< .01. 
 
Table 21: Levene test for homogeneity of variances. 
Items  
Homogeneity  of variances (levene test)  
Reporting the t 
and P value 
based on 
whether equality 
of variances 
assumed or not. 
df F Sig 
Q14.21 442 4.769 .030 Not assumed   
The variances of Q14.21 in the two groups of adopters and non-adopters was 
significantly different, F (1, 442) = 4.769, P< .05. 
 
Table 22: Levene test for homogeneity of variances. 
Items  
Homogeneity  of variances (levene test)  
Reporting the t 
and P value 
based on 
whether equality 
of variances 
assumed or not. 
df F Sig 
Q14.22 441 4.507 .034 Not assumed  
 
The variances of Q14.22 in the two groups of adopters and non-adopters was 
significantly different, F (1, 441) = 4.507, P< .05. 
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Objective four: 
 
Table 23: Levene test for homogeneity of variances (objective four). 
Factor  Homogeneity  of variances (levene test)  Reporting the t 
and P value 
based on 
whether 
equality of 
variances 
assumed or not. 
df F Sig 
Factor one 
603 26.169 .000 
Not assumed  
Factor two 
603 33.115 .000 
Not assumed  
 
The variances of both factor one and two were significantly different in 
managers and auditors groups, which were F (1, 603) = 26.169, P < .01 for 
factor one, and F (1, 603) = 33.115, P < .01 for factor two. 
 
 
Objective five: 
 
Table 24: Levene test for homogeneity of variances (objective five). 
Factor  Homogeneity  of variances (levene test)  Reporting the t 
and P value 
based on 
whether 
equality of 
variances 
assumed or not. 
df F Sig 
Factor one 
603 17.457 .000 
Not assumed 
Factor two 
603 3.077 .080 
Assumed 
Factor three 
603 37.571 .000 
Not assumed 
Factor four  
601 5.968 .015 
Not assumed 
Factor five  
603 17.519 .000 
Not assumed 
 
The variances of all factors except the second factor were significantly different 
between managers and auditors, which were as follows: 
 Factor one, F (1, 603) = 17.457, P < .01. 
 Factor three, F (1, 603) = 37.571, P < .01. 
 Factor four, F (1, 601) = 5.968, P < .05. 
 Factor five, F (1, 603) = 17.519, P < .01.  
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On the other hand, the variances in these two groups of respondents was equal 
for factor two, F (1, 603) = 3.077, ns.  
 
 
Objective six:  
 
Table 25: Levene test for homogeneity of variances (objective six). 
Factor  
Homogeneity  of variances (levene test)  Reporting the t 
and P value 
based on 
whether 
equality of 
variances 
assumed or not. 
df F Sig 
Factor one 595 1.733 .189 Assumed 
Factor two 603 5.842 .016 Not assumed 
Factor three 600 7.137 .008 Not assumed 
Factor four  603 1.245 .265 Assumed 
Factor five  603 3.802 .052 Assumed 
 
The variances of factor one, factor four, and five were not significantly different 
in managers and auditors groups, which were F (1, 595) = 1.733, ns for factor 
one, and F (1, 603) = 1.245,ns for factor four, and F (1, 603) = 3.802, ns for 
factor five. On the contrary, the variances in the aforementioned two groups 
were different significantly  for factor two and factor three that respectively, F 
(1, 603) = 5.842, P < .05, and F (1, 600) = 7.137, P < .01. 
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Appendix (H): Post-hoc tables. 
 
Omitted topics  
 
Table 1: Post-hoc analysis through Games-Howell test regarding economic 
sectors (objective three, omitted topics). 
 Sector Compared sector P 
G
a
m
e
s
-H
o
w
e
ll
 
 
F
o
r 
fa
c
to
r 
o
n
e
 
Manufacturing 
Trade .805 
Agriculture .984 
Construction .965 
Services .000 
Trade 
Manufacturing .805 
Agriculture .520 
Construction .480 
Services .001 
Agriculture 
Manufacturing .984 
Trade .520 
Construction 1.000 
Services .000 
Construction 
Manufacturing .965 
Trade .480 
Agriculture 1.000 
Services .000 
Services 
Manufacturing .000 
Trade .001 
Agriculture .000 
Construction .000 
 
 
464 
 
Table 2: Post-hoc analysis through Games-Howell test regarding legal form 
entities (objective three, omitted topics). 
 Legal form Compared legal form P 
G
a
m
e
s
-H
o
w
e
ll
 
F
o
r 
fa
c
to
r 
o
n
e
 
Limited Liability 
Company 
General Partnership Company .000 
Limited Partnership Company .000 
Civil Company .152 
Private shareholder Company .479 
General 
Partnership 
Company 
Limited Liability Company .000 
Limited Partnership Company .108 
Civil Company .941 
Private shareholder Company .282 
Limited 
Partnership 
Company 
Limited Liability Company .000 
General Partnership Company .108 
Civil Company .995 
Private shareholder Company .004 
Civil Company 
Limited Liability Company .152 
General Partnership Company .941 
Limited Partnership Company .995 
Private shareholder Company .487 
Private 
shareholder 
Company 
Limited Liability Company .479 
General Partnership Company .282 
Limited Partnership Company .004 
Civil Company .487 
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Suitability of topics   
 
Table 3: Post-hoc analysis through Games-Howell regarding economic 
sectors (objective three, suitability of topics). 
F
a
c
to
r 
Test Sector Compared sector P 
F
a
c
to
r 
th
re
e
 
Games-
Howell 
Manufacturing 
Trade .000 
Agriculture .202 
Construction .463 
Services 1.000 
Trade 
Manufacturing .000 
Agriculture .894 
Construction .052 
Services .000 
Agriculture 
Manufacturing .202 
Trade .894 
Construction .883 
Services .247 
Construction 
Manufacturing .463 
Trade .052 
Agriculture .883 
Services .558 
Services 
Manufacturing 1.000 
Trade .000 
Agriculture .247 
Construction .558 
F
a
c
to
r 
 f
o
u
r 
Games-
Howell 
Manufacturing 
Trade .001 
Agriculture .541 
Construction .004 
Services .000 
Trade 
Manufacturing .001 
Agriculture .537 
Construction .192 
Services .002 
Agriculture 
Manufacturing .541 
Trade .537 
Construction .041 
Services .000 
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Construction 
Manufacturing .004 
Trade .192 
Agriculture .041 
Services 1.000 
Services 
Manufacturing .000 
Trade .002 
Agriculture .000 
Construction 1.000 
F
a
c
to
r 
 f
iv
e
 
Games-
Howell 
Manufacturing 
Trade .989 
Agriculture .006 
Construction 1.000 
Services .237 
Trade 
Manufacturing .989 
Agriculture .032 
Construction .999 
Services .113 
Agriculture 
Manufacturing .006 
Trade .032 
Construction .264 
Services .000 
Construction 
Manufacturing 1.000 
Trade .999 
Agriculture .264 
Services .615 
Services 
Manufacturing .237 
Trade .113 
Agriculture .000 
Construction .615 
 
 
 
Table 4: Post-hoc analysis through Games-Howell regarding legal forms 
(objective three, suitability of topics). 
F
a
c
to
r 
Test Legal form Compared legal form P 
F
a
c
to
r 
o
n
e
 
Games
-
Howell 
Limited 
Liability 
Company 
General Partnership Company .000 
Limited Partnership Company .000 
Civil Company .014 
Private shareholder Company .000 
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General 
Partnership 
Company 
Limited Liability Company .000 
Limited Partnership Company 1.000 
Civil Company 1.000 
Private shareholder Company .000 
Limited 
Partnership 
Company 
Limited Liability Company .000 
General Partnership Company 1.000 
Civil Company 1.000 
Private shareholder Company .000 
Civil 
Company 
Limited Liability Company .014 
General Partnership Company 1.000 
Limited Partnership Company 1.000 
Private shareholder Company .000 
Private 
shareholder 
Company 
Limited Liability Company .000 
General Partnership Company .000 
Limited Partnership Company .000 
Civil Company .000 
F
a
c
to
r 
th
re
e
 
Games
-
Howell 
Limited 
Liability 
Company 
General Partnership Company .000 
Limited Partnership Company .984 
Civil Company 1.000 
Private shareholder Company .559 
General 
Partnership 
Company 
Limited Liability Company .000 
Limited Partnership Company .256 
Civil Company .392 
Private shareholder Company .401 
Limited 
Partnership 
Company 
Limited Liability Company .984 
General Partnership Company .256 
Civil Company .991 
Private shareholder Company .980 
Civil 
Company 
Limited Liability Company 1.000 
General Partnership Company .392 
Limited Partnership Company .991 
Private shareholder Company .883 
Private 
shareholder 
Company 
Limited Liability Company .559 
General Partnership Company .401 
Limited Partnership Company .980 
Civil Company .883 
F
a
c
to
r 
fi
v
e
 
Games
-
Howell 
Limited 
Liability 
Company 
General Partnership Company .000 
Limited Partnership Company .067 
Civil Company .014 
Private shareholder Company .013 
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General 
Partnership 
Company 
Limited Liability Company .000 
Limited Partnership Company 1.000 
Civil Company .612 
Private shareholder Company 1.000 
Limited 
Partnership 
Company 
Limited Liability Company .067 
General Partnership Company 1.000 
Civil Company .779 
Private shareholder Company 1.000 
Civil 
Company 
Limited Liability Company .014 
General Partnership Company .612 
Limited Partnership Company .779 
Private shareholder Company .794 
Private 
shareholder 
Company 
Limited Liability Company .013 
General Partnership Company 1.000 
Limited Partnership Company 1.000 
Civil Company .794 
 
 
 
Table 5: Post- hoc analysis through Hochberg and Tukey HSD for SF1 
regarding the number of employees (objective three, suitability of topics). 
SF1 (factor one) 
Hochberga,b  &Tukey HSDa,b  
How many employees does your enterprise have? 
N Subset for alpha = 0.05 
1 
50 to 249 183 3.76 
10 to 49 226 3.95 
1 to 9 39 4.03 
Sig.  .080 Tukey .091 
Hochberg 
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Means for groups in homogeneous subsets are displayed. 
a. Uses Harmonic Mean Sample Size = 84.435. 
b. The group sizes are unequal. The harmonic mean of the group sizes is used. Type I error levels 
are not guaranteed. 
Remark: post Hoc Test, Tukey HSD, Hochberg,  and LCD test, this additional report is due to the 
inability of this table to differentiate the categories although Anova test indicate significant 
differences within groups in this variable.    
 
 
 
 
 
 
Table 6: Post- hoc analysis through Hochberg and Tukey HSD for SF1 
regarding the number of employees (objective three, suitability of topics). 
 
SF2 (factor two) 
Hochberg &Tukey HSDa,b 
 How many employees 
does your enterprise have? 
N Subset for alpha = 0.05 
1 2 
50 to 249 179 3.12  
10 to 49 219 3.25 3.25 
1 to 9 36  3.48 
Sig.  .438 
Tukey 
.526 
Hoch-
berg 
.349 
Tukey 
.421 
Hoch- 
berg 
Means for groups in homogeneous subsets are displayed. 
a. Uses Harmonic Mean Sample Size = 79.092. 
b. The group sizes are unequal. The harmonic mean of the group sizes is used. Type I error 
levels are not guaranteed. 
